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PREFACE 
This liandhook originated tn ;} �eries of risk man.1gement workshopfi 
developed by the authors in 1980 as par t of a spectal project (n local 
government technology innovation at the U niversity of Tennessee's Municipal 
Technical Advisory Service. The workshops, funded in part by a grant from 
the National Science Foundation, were sufficiently well-received that the 
authors decided to expand workshop materials int o a pr actical guide to 
assist local governments to establish and operate risk manageme nt pr ograms. 
Ini tially, each of the three aut hors draf t ed specific chapters or sec-
tions for the Handbook. Dr. Dotterw eich was res ponsible for writing sec-
tions on the concepts and princi pl e s of risk management, Hr. Sinclair for 
sections on in surance and departmental expos ures and for T'Jany of the items 
in the Appendic es, and Dr. Norris for sections on loca l governmen t func-
tions and departmental exposures�. Dr. Norri s also had overall res pon-
si bility for compi li ng and editing all sections into a single, hopefully 
coherent , manuscrip t. 
The manuscri p t was then reviewed by the authors with changes r.tade where 
r eq uired. The result is a fully cooperativ e product which bears the impri ­
matur of all three authors , regardle ss of initial assignment . 
The authors wish to recognize three persons for their assistance in the 
produ ti.on of this Handhook. First, Janp Knight, word processing operator, 
Municipal Technicrt 1 Advis or y Serv ice, Univers i ty of Tennessee , de s erves 
particular credi t for uncomplaining and unfailingly compe t ent input and 
r evision of the several drafts of the manuscrip t over a pe riod that at 
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times must have seemed e ndless . Second, we wish to thank Claudia 
Wolfenbarger, also of MTAS, for picking up in mid-stream and for a superb 
job of completing the revisions an d producing the final manuscript. 
The third person is Mrs. Marian Heier, editor at the Center for Applied 
Urban Resear ch, University of Nebraska at Omaha, who performed final 
editing on the completed manuscript. Every author who submits his or her 
work to an editor probably does so with some trepidation. This author is 
no excep tion. Yet thanks to the sensitivi ty with which Marian wielded the 
blue pencil, the readability of this Handbook was considerab ly improved. 
For my part, I want to thank Bill Dotterweich and Bob Sinclair for 
their efforts in making this Handbook what it is and for the opport uni ty I 
had to work with them during the past two years. 
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CHAPTER I: 
WIIAT IS RISK MANAGEt1E.NT 
A. Introduction 
Risk management 1s an impo rtant fi eld that has developed as the result 
of a practical problem faced by business: \-lhat can be done ab out the 
rising cost of insurance? Getting a business manager's attention is almost 
always possible by showing how to save money or cut costs. One 'Way to 
reduce cos ts is to solve problems of risk and exposure in wa ys that are 
less expensive than insurance or that reduce insurance costs to the 
minimnm. This is wh at risk management tries to do. 
Risk management concepts have been ap pli e d in the hus in eB s world for 
s ome time. Only recently, however, have local government s come to realize 
the benefits to be obtained from risk management. Conseq uently, local 
governrne�ts have begun to operate risk manaBement programs that are similar 
to those in the private sector . 
Operating a local governmen t is not the same as operating a privat e 
business, howev er .  For one thing , local governr.lent has no "pr ofit" motive. 
For another , the cont inued exis tence of a local governmen t does not depend 
on its profitability. Nevertheless, compe lling reasons ex is t for local 
governments to adopt risk man agement programs. Hos t important among thet:i1 
are cost r eduction ,  loss reduction, and cost stabilizat ·on. 
Risk management can be de fine d as a sy s tematic method for de aling with 
all "pure risks" facing a local government.* Another definition for risk 
management is a beEore-the-loss arrangement for an after-the-Ioss balance 
*Pure risks are uncer ainties which may result in loss but not in ga i n . 
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betwe en resources available and needed re so urces for a predetermined level 
of operation. * 
This text book def ini t ion contains at leas t three impo rta nt elements. 
First, a risk ma na ge me nt program must have advance preparation. Risk 
management begins with the determina tion of obj ec tives � \fuat risks does a 
local gove rnment face ? What pr oblems is it trying to solve? What services 
do es it provide? Wha t arrangements can be made to ensure the continuation 
of essential services with the least possible interruption af ter a loss? 
A sec.ond par t of the definition involves the availability of 
"after-the-loss" resources. These resources are rJ.ainly people) money, 
equi pme nt, and facili ties, all necessary to ca rry on services after a loss. 
Third, no matter how t"!1ey ar e provided, available res ources must be 
equal to a local go vernmen t ' s minimur.l requirements to sus tain operations at 
a des ir ed level. This does not necess ari ly me an re tu r ning immediately to 
the le ve l of operations that exis t ed before the loss. It does mean con-
tinuing the service at some prede termined tninimuD level. Complete restora-
tion of services should be a se co ndary goal. 
Major natural disas ters or el.lergencies ca us e d by fire, "vind, wa ter, or 
civil disturbance readily come to mind as causes of significant losses to 
local governnents. In 1:l0f't cases, help in the Eorr.l of the Red Cross, anbu-
lances, doc tors and nurses, law enfOrCel.1Lnt, and insurance adjustors is 
*R.1. Kehr, and E. Cammack, Principles of Insurance , (Home\"ood, 1L: Irwin , 
1980, p. 37. 
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rlls�l(�l ilflln(>olatf'ly i_lllO i-l cc)mmunity, alr-hough JllOl1thH or yearH lI1rly he 
recllJ f r(�d fo r ll . comlnurt L ty to rl' til rll lo i l s pre-d I Hi) H Lt· r cf)l1d I I lOl . 
Note here that immedi ately after the loss the community has short-term 
ob j ect ives such as care of the sick and in jured, prevent ion of lo ot ing, and 
restoration of ce rtrtin vital services. The job of a go od risk management 
program is to provide the capab.ility to do immediately what is necessary to 
meet the most urgent needs resulting from a loss, while complete rest o r a­
tion to a pre-loss level occurs gradually over a longer pe rio d of time. 
Risk management operates like th is : having decided before a loss the 
condition it wants to provide for immediately after a loss, a local govern­
ment undertakes a logical process to determine how to achieve that objec-
tive. The follow.ing illustration may help to explain. A fire insurance 
p o licy .is an effect ive means of re placing the value of pr op erty destroyed 
by fire. If a $100,000 bu il ding burns to the ground, however, the fact 
that the i nsurance company del ivers a $100,000 check the next day probably 
will not so lve all of the lo cal government's problefi1s. What about the ser­
vices that were depen d ent on the existence of the huilding, its c ontents, 
or co nseq uent ial losses resulting fr om the inability to use it? The 
question always mu s t be: where should the local government be after the 
loss? Furthermore, this ques t io n should be effectively addressed in 
advance of a loss. 
In a local govern ment , whatever is done ( or is not done ) af ter a loss 
rep resents that local un it ' s risk m anagement program. In the absence of a 
formal risk management program, whatever a local government does ab ou t risk 
and losses is its risk management prog ram . Thus, if a local government has 
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no plan, th en "nothing" is it s risk management policy. If it relies solely 
on insurance, then (pardon the pun) i nsurance is its policy. Whe ther these 
" p olicies " are adequate will be clear only af ter a loss occurs. 
Just as a risk management program exists whether or not a local govern­
ment has a formal policy so, too, every risk ma nagement program has its 
costs. In the long run, a formalized r isk management program, following 
the principles suggested in this Handbook, will be more cost effective, 
will prevent or reduce losses more eff ectively, and will be more likely to 
avoid public censure than an unplanned, ad hoc program. 
B. Process 
The most logical place for a local government to start a risk manage­
ment program is with the development of program goals and objectives. A 
local government must decide in advance where it wants to be after a loss. 
Once program objectives, which will be discussed in greater detail later in 
Se ctio n B of Chapter IV, are establ ished, the next step s in t he process 
are: Identification, Measurement, Method, Implementation, and Review. 
These f ive terms, which constitute a problem-solving process commonly 
employed in many fields of endeavor, are described belo w : 
1. Identification. Risk identification means to locate or find all or 
as many as possible of the risks or exposures confronting a local govern-
mente Risk identification should be undertaken in every dep artment and 
fllnet lonal 'lrea of local government. The key q ues t io ns to keep in mind 
dur ing risk identification are: (a) Does this activity, program, office, 
f acility, or piece of equipment expose the community to the risk of injury 
or loss to persons or property? ( b) Specifically, what is /are the risk ( s ) 
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invf) Iv(�d In (,Hch activity, progr,iln, off1c(� , factltty, or p'-�L ' of 
equipment? 
2. Heasurement. Risk measu rement invo lves the evaluation or analys is 
of each identified risk in order to determine the probability of occurrence 
( freq uency ) and the average cos t per occur rence (severity ) e 
Comple x or sophlsticateci measuring devices are not req uired for risk 
measurement in local government--at least not in most cases. Take, for 
example, the risk of loss from flood . N o thing more sophis tica ted than 
experience and obse rva tion is needed to knO\ll that a building atop a hill 
far d i s tant from a hody of wa ter is less likely to su ffer flo od damage than 
a facility on a flood plain near a river. 
On the other hand, to de termine such things as the pr ope r levels of 
i nsurance and retained coverage for an employee health or death benefit 
program or for vehicle accide nt protection, more so ph isticated measurement 
is required. Here , industry actuarial tables or othe r s tandards, properly 
app lied , are helpful if not essential. 
Risk measureme n t does not imply that all exposures can or should be 
protected against. In some areas, comple te protec t ion 'Would be ei ther 
imp os sible or prohibitively expensive. I denti fica tion and me asur efilent of 
risks remain important, nO\ve ve r , ilS t hey provide information with which 
local governments can make intelli.gent decisions ahout manag ing risks. 
3. Hethod . 'The t rm method implies ;] soluti.on or a means of handling 
the risks that have been ident 1. fieci and evaluate d . Once freq uency and 
sev erity have been determined, alternative methods of risk management can 
b e  developed and the "best " practicable alte rnative selected .. In Tf1any 
areas, the selecteci al tern at i v e may result in no change from current prac-
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tic es. 
f ound .  
In otlters , seve ra l l<lore effective ways to manage a risk ma y  be 
Once a metho d or alternat ive is deer,led economica lly or politicall y 
" b est" by commu ni ty decision-makers, the next step in the pr ocess is to 
implement the alternative. 
4. Impl ementation� The process thus far de s cribed for local 
government risk managelilent is ut terly raeaningless un le ss something is done 
with i ts results. That something should be implementation or action to put 
selected alternatives i nto practice. 
II!lplementation requires knowledge of wl at to do and a step-by-step, 
log ically consistent and cOlilprehensive plan to accofllplish the task. An 
example may be helpful. If a deci sion is made to bid a community's 
insurance program, bid sp eci fica tions, a bidding schedule, and evaluation 
procedures must be developed , persons must be charged with the respon­
sibility of i nitiating elements of t h is plan, and action must be taken to 
carry it out. Rega rdless of the sp eci f i.c area, the absence of a sound , 
s tep- by-step approach is likel y to result in sloppy, haphazard , inef­
f icie nt , and ineffective action . 
5. Review. Review is a cont inuous pro cess- -not a one-t ine ef fort. 
All elements of a risk management program and their effectiveness should be 
mon itored continually and corrective action or mid-course changes taken as 
necessary. In addition, the program should be systematically reviewed on 
an annual bas is. All elements previously discussed (identification, 
measurement, method, and implementation) should be undertaken in the annual 
r eview in order to ensure that the program is curren t and that it is 
operating at the de ired l�vel of effectiven�ss. 
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C. Risk Management P hilosophy 
Undergir ding everything contained in th is Handbook is a very s impl e 
phi losophy or concept of ri sk management. It can be s tated as follows : 
*Risk Managemen t is a sys t ematic method of dealing with pure risks or 
exposures to loss faced by a local government; 
*Risk Management is b roader and more encompassing than insurance 
management and requires different skills for its administration; 
*Ris k Management , properly undert aken, requires tr a ined, competent per­
sonnel who exhibi.t creati v e and ques tioning attitudes. 
A systematic method for risk management was presen t ed b r ief ly in 
Section B. The reader is directed to Section B of Chap ter IV for a more 
detailed view of how thi s method may be put into practice. 
That risk management is diffe rent from and broa der than insurance 
management should be clear by this point. Nevertheless, many insurance 
management programs masq uerade as risk management programs, and more than 
one in sur ance program has been "sold" as a risk management program. The 
essential difference between the two is that risk management attempts to 
deal with a 'wide var ie ty of risks whi le insurance management addresses only 
those risks for which insurance is the se1ec ted response. 
Moreover, to the extent that non-insurance control measures or metho ds 
( for example, such th ings as safety and security programs, employee 
training, and 10s8 retention) are imp l emented, the skills required for 
program development and administration are different from those req ui red 
for the administra t ion of an insur a n ce program. This is not to say that 
many of the skills i nvolved in. or de ve loped through insurance management 
are unimportant--they are critical. Rather, a risk m anager must also 
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be knowledgeahle in sllch arerlS as local government operations, safety anu 
securi ty , employee benefit prograras, public agency liability, tra ining , 
loss prevention, and many others that go beyond knmvledge of insurance 
alone. 
Surely no one \Jol1ld argue with the proposit ion that competent, well­
trained pers onn e l are essential for the ef f ective operation of any public 
s erv ice . Local governments periodically must be remi nded that to attract 
and retain competent personnel r e quir e s competitive salaries, decent 
working environl.lents, and support frola top administrators and electe d of £ i-
cials. In the field of risk management two additional attr"butes are 
e xcep t ionally valuable . These are creativity and a ques tioning attitude. 
The risk manager rnust not only be a c ompetent professional , he or she faust 
a ls o  be able to question the status quo and to provide innova t ive and 
crea tive s olut i ons to exposures fa cing the lo ca l g o vernraent . 
Conservatism, except in the prot ec t i o n of valu e , has li t tle place in a 
risk manager,lent program. There simply is no place in local government for 
the a t titu de epitOtl ized by the stater.lent: "We've ahvays done it this way 
and we're not going to change." A compe te n t risk ma nage r , in effect, will 
become an agent for creative cilange in a local goverru�ent. 
D. Summary 
The fieln of risk manager.lent has developed in recent years due in large 
l"leasure to fi nancial pressures confronting industry as the result of the 
increasing cost of insurance. 
a p pli ca b le for local go vernment. 
For simi l a r reaoons, risk manageGle nt is 
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Risk management is broader and mor e encompassing than insurance manage-
mente One of its major purp oses is to ensure tha t at ter a loss a local 
government will be able to continue providing essential services at a pr e­
determine d level of operation. 
A systematic method for risk lllanagement is essential. One such method 
is provided he r e and includes goal setting, risk identification, risk 
measurement, risk management me thods, pr gram implementation, and progr am 
r eview. 
Finally, risk management requires capable, trained personnel with 
skills di f ferent from those req uir d for insurance managers. These persons 
should also be crea t ive, questioning adninistrators i..;rho, i:1 effect, will 
become change agents for their local governments. 
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CHAPTER I I  
LOCAL GOVERNMENT AND RISK MM�AGEt-lliNT 
A . Purpo s e  
Why should lo ca l gove rnme n t s  ad o p t  r i sk manageme nt pr ogram s ?  A t  le as t 
t hree cOfTlpe l l ing rea s o n s  sho u l d be co ns ide r ed . F i r s  t ,  local go vernme n t s  
c o n fr on t  the same fis c a l  rea l i tie s  whe n  tr y i ng · t o  pur cha se ins urance a s  
whe n the y pur chase almo s t any thing e l s e : 
s t ah le or de c l i n ing reve nue s .  
name l y , incr e a s i ng co s t and 
S e co nd , o v e r  the pa s t  two de cade s ,  the ins urance mark e t  ha s gone 
thr o u gh seve ra l cy c le s . Dur i ng at lea s t pa r t  of thi s pe r i od , local govern­
IUe n t s  have ex p e r i e n c e d  c o n s i de ra b le di f f ic u l t y  pur cha s ing ce r t a in type s of 
i ns ur an c e . O f t en c ove r age s have ei the r n o t  be en ava i l ab le a t  a l l or have 
n o t be e n  af f o r d ab le . T h ir d ,  no lo ca l gove rnme n t  co u l d  po s s ib ly af fo rd to 
i ns ure agains t a l l r i sk s . Con s eq ue n t ly , me tho d s  o t he r than in sur a n ce mus t  
be emp l oyed to pr o t e c t  aga ins t l os s . 
E a ch of the s e  i s  e s s e n t i a l ly a f i nan c i a l rea s o n  for risk manageme nt . 
H oweve r , ec onomi c s  is n o t  the hea r t of the ma t t er no r ,  inde e d , i s  econom i c s  
t he he a r t  of lo cal governme n t . Al l go vernme n t s- -in c l ud i ng l o ca l gov e rn-
me n t s -- a l thou gh or i g in a l ly es t ab l i s he d  fo r di f f e r e n t  reasons , at di f ferent 
t ime s  and p l a c e s ,  ;m d  to me e t  d i f f e r e n t  ne e d s ,  share one import an t char ac-
t e r i s t i c .  
G o ve r nme n t e x i � t s p r i 'lla r i. ly to he l p  pe o p le . Gove rnme n t  he l p s  them do 
t oge the r wha t se pa r a t e l y t hey c o u l d  not 10 as we l l  or a t  al l . Gove rnme n t  
h e l p s  pe op le i n  ne e d , i t  p r o v i d e s  pr o t e c t  to n ,  and i t  does many o th er 
t h i n g s . Cons eq ue n t l y ,  g o ve r nme n t  pr ov ide s pub l i c  se rvices r eq uir ed by i t s  
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c o ns t i t ue n t s tha t in many , but ce r t a inly no t al l ca se s , cou ld no t be 
p r ov ided as we l l ,  as ec o nomica l ly ,  or at al l w i tho u t  gover nmen t .  A few 
examp les inc lude such se r v ic e s  as mas s  tr ans i t , pub l ic ed uca t ion , p ub l ic 
we l fa re , and na t io nal de f e nse . Many o the rs ce r ta inl y come eas ily to mind . 
Inde ed , if it d id no t prov ide pub l ic se r v ic�s , governmen t would have no 
j u s t if ica t io n  for it s ex is t e nce . 
G ove rnmen ta l of f ic ia l s  gene r a l ly wan t the de l ive ry of p ub l ic se rv ice s  
t o  be ef f ic ient and ec onom ica l .  Moreo ve r , becau se o f  the pub l ic na ture o f  
g overnme n ta l  ac t iv i t ie s , the cos t-e f f ec t ive de l ive ry o f  pub l ic se r v ic e  
makes g o o d  po l i t ica l and pub l ic re l a t io ns se ns e . C ons eq uent ly ,  cos t-
e f f e c t ivenes s in pub l ic se r v ice de l i ve ry can be co ns ide red an impo r t a n t 
g o a l  of local go vernme n t .  
C o s t-e f f e c t ivene s s  i n  loca l gove rnme n t  may be de f ined as pr ov id ing a 
s e r v ice at the lowes t pos s ib le un i t cos t cons is ten t w i th a prede te rm ined 
l eve l of q ua l i t y . C o s t-e f f e c t ivenes s does not nece s sa r i ly me an s imple 
ef f ic ie ncy , a s  the te rm e f f ic iency o f t en con n o t e s  ge t t ing mo r e  for le s s ,  
inc reas ing pr o f i t  or reduc ing cos t ,  w i tho u t  regard to impac ts on q ua l ity or 
s e r v i c e  de l i very leve l s . Loca l gove r nme n t s  mus t be conce r ned wi th q ua l i ty 
a nd se r v ice leve ls as we l l  as wi th cos t .  
An examp le of co s t -e f fec t ivene s s  can be fo und in re fuse co l le c t io n . A 
c i ty w i th tw ice week ly , back-yar d  re f use c o l le c t io n ,  wh ich p i cks up 
any th ing the re s ide n t pu t s  out , p r o v ide s a high l y  de s irab le se rv ice . I t  
a l s o  prov ide s " e f fe c t ive " re f use co l le c t ion , a t  le as t a t  i t s  pr ede te rm ined 
l eve l of se rv ice . Th i s  se r v ic e , howeve r ,  is no t es pe c ia l ly ef f  ic ie n t .  A 
c i t y  tha t c o l l e c t s  onl y  re f use p lace d in s t a nda rd iz ed co n ta ine rs a t  curb-
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s i d e  once pe r we ek al s o  prov i de s  " e f f e c t ive " re f u se co l le c t io n , a l t ho ugh 
i t s se r v i c e  may no t be as "d e s i r ab le " as the forme r .  Wha t is mo r e ,  the 
l a t t e r se r v i c e  is mo r e  ef f i c i e n t . Tha t is , the cur b s ide me thod of co l le c­
t io n  us ing s t anda r d i z ed co n t a i ne r s  al l ows mo r e  co l le c t ions to be made pe r 
d ay thus l owe r i ng the pe r un i t co s t . "B e cause it i s  " e f f e c t ive " in 
c o l le c t in g re f u se and be c a u s e  i t  i s  le s s  c o s t l y ,  the once per week curb s i d e  
c o l le c t io n  can b e  te rmed the mor e  " c o s t - e f fe c t ive " se rv i c e . 
B .  R i sk Manageme n t  t o  Achieve L o c a l  Goa l s  
R i sk ma nageme n t  pr ope r ly ap p l i e d  pr o mo t e s  cos t - e f f e c t ivene s s  i n  loca l 
g overnmen t .  I t  t r i e s  to de te rm ine a r ea s  of ri sk and po t e n t i a l  los s ;  t o  
p r o v i d e  co s t- e f fe c t i ve me a n s  to red uce , t r an s f e r , or e l i m i na t e  tho s e  r i sk s ; 
a nd to ens ur e tha t the comm un i ty ' s af t e r- t he - Ios s- p os i t io n i s  one in wh i c h  
i t  c a n  cont inue to fun c t ion a t  a pr ede t e rmined , ac cep t ab le le ve l . 
r i sk manageme n t  fi t s  we l l  wi th the go a l s  of l o c a l  governme n t s .  
Thus , 
A t  lea s t  th r e e  ad d i t i o n a l  way s  ex i s t  in wh ich r i sk mana g e me n t  can he l p  
l o ca l  gove rlUTle n t s  ac h ie ve the i r  go a l s : c o s  t c o ntr o l and cos t s t ab i l i  t y , 
los s reduc t i o n ,  a nd e f f i c i e ncy impr ove me n t . 
1 . C o s t  C on t r o l  and C o s t  S ta b i l i ty _ 
p a r t o f  any r i sk man ageme n t  p r o g r am .  
C o s t co n t r o l i s  a n  impo r t an t  
A l though gover nne n t s , un l ike 
b u s in e s s e s ,  are not mo t i.va ted by pr o f i t , they ne v e r the le s s  op e r a t e  in a 
d i s t i nc t f i n a n c i a l env i r o nme n t . G o ve rnment s ope r a te wi th budge t s  tha t 
some t ime s a r e  me age r and co n f in in g , and goverm71e n t s  in ge ne r al have le s s  
f lexi b i l i ty to mod i fy f i nan c i a l  de c i s ions than do bus i ne s se s . 
A key e l e ment  i n  an e f fe c t ive r i sk man ag eme n t pr og ram is the ab i l i t y to 
p r ed i c t  pr og ram cos t s .  P r e d ic t i n g cos t s  invo lves  l o ok ing ahea d  to see if 
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bene f i t s wi l l exc e e d  exp ens e s  ov er the lo ng-r un . * Risk managemen t i s  fun-
d ame n t a l l y  a cos t-bene f i t  ana l ys i s  wi th in wh i c h  each s t ep is jus t i f i ed o n  a 
c o s t bas i s . De t e rmining cos t s  re l a t ive to be ne f i t s  he lp s  to es t a b li s h  the 
d e s i ra bi l i t y and feas i bi l i t y of ea c h  new r i s k  I�nagerne n t  pr op os a l . 
I n  lo ca l  go ve rnr.le n t , cos t s t a b i  I i  t y  is al s o  iQP o r t a n t . Beca u s e  gov e r n-
men t s ope ra t e  wi t h i n  annua l bud ge t s  ba s e d  upon pr o j e c t ed t ax reve nu e s  
(whi ch in re ce nt ye a r s  have be gun to exp e r i e n ce f la t or downwa rd cu rves 
r e l a t i ve to inf la t io n ) , s t a b i l i t y  of co s t s and expe nd i t u res is vi t al . Ye t , 
o ne of the TilO S t po t e n t i a l ly de va s t at ing impa c t s up on an ot he rw i s e  s t ab le 
c o s t -reve n ue re la t io n s h i p  is a ma j o r  and une xp e c t e d los s . F o r  example , the 
l o s s  of an imp o r t ant publ i c  bu i ld i ng co u l d  se r i o u s l y  da mage a gove rnme nt al 
u ni t ' s  f i s ca l int eg r i t y .  
S up p o s e , ba s ed upon pa s t expe r i e nce , a l o ca l uni t had de c i d e d  to aS S UQe 
t h e ri sk of f i re lo s s e s to pu b l i c bu i ld i ngs . S up p os e fur t he r  t h a t  va nda l s  
s e t  f i re to and de s t r oyed a schoo l bu i ld i ng . No t onl y woul d  an imme d i a t e , 
sho r t - t e rm lo s s  of cla s s r o oEl s p a ce and teach ing ca pa bi l i ty occur , bu t the 
rep lacemen t cos t mi gh t re p r e s e nt a s ign i f i ca n t s ho r t f a l l in the cu r r e n t  
budge t . The shor t f a l l ru gh t mea n that the s cho o l  bu i l d i ng , reg a rd le s s of 
h ow urgen t l y ne e d e d , co u ld not be re bu i l t f o r  s e v e r a l yea rs , unt i l  revenue 
s u r p l u s e s  we re ac cumu la t ed or t axe s ra ·. s e d  or bond s so l d  to f ina n c.e the 
re o n s t ru c t  L o n . 
*w do no t : Ole a n  to iIrlp l y L l w L a l L " b e ne- f i t s " CCl n be 1,1c .l s 1 1 red q ua n t i t a t ive l y  
o r  i n  do 1 L r t e r  TIS . Th e y  ca Il no t . Abs ' n ce o f  da nge r ou s  cond i t io ns \�i l l  
p r o ba bl y imp rove emp lo y e e  loo ra l e  . nd a t t i t u d e s  �nd p r od u ce gr ea t e r em p l oy e 
e f f i c i enc y , b u t  the res u l t s may ne ve r be Iilc a s u r  b le qua n t i t ive l y .  In an 
e conomi c se ns e , r e d u c.  t ion of on- the- j o b  in j u r  i es saves mo ney ; i t  al s o  
r e d u c e s  hU r..la n s u f f e r i ng and mi s e r y--a no n-qua n t i f i a b l e  be nef i t . 
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Th i s examp le is no t a hyp o the t ic a l one . Knox C o un ty , Te nne s s e e , los t 
an " un i n s u red " ( no t  se l f- ins ure d ) h ig h  scho o l  bui ld ing in th i s  way onl y a 
f ew yea r s  ag o .  The re s u l t  wa s tha t  the county had to reprogram fun d s 
s che d ule d for the renova t io n  of a mid dl e  school in orde r to recons t r u c t  the 
high s cho o l . Thr ee yea r s  la te r the mid d le schoo l s t il l had not re ce ived 
much ne e de d renova t ion . A mor e  e f fe c t ive r i sk ma nageme nt pr og r am wou ld 
have f o r e se en and guarded aga in s t the pos s i b i l i ty of s uch a large and 
damag ing lo s s .  
F r om a budge tary po in t  of view s t ab i l i z e d and pr e d i c tab le los se s and 
c o s t s  are impo r t an t and cle a r ly are p r e f e rab le to la rge and e r r a t ic los s e s  
o r  co s t s in any f i s ca l ye a r . 
2 .  L o s s  R e du c t i on . Lo s 8  redu c t io n me ans ex a c t ly wha t  i t  say s : a 
r e du c t io n  in the f inan c i a l an d othe r los se s ex p e r ie nced by a lo ca l gov e rn­
me n t . 
Th e re s u l t s of los s reduc t ion a r e  ma n i f o ld . For examp le , los s reduc-
t ion imp r ov e s  the commun i ty ' s f i nanc i a l  po s i t io n by lowe r i ng ins urance 
c o s t s  ( p r o pe r ty ,  li ab i l i t y , hea l t h ,  worke r s compensa t io n ,  and othe r s ) ; by 
r educ i ng the in te r r u p t i on in the f l ow of work cau s e d  by in j ur y  or pr op e r t y  
l o s s or damage ; a nd by lower i ng the commun i ty ' s d i r ec t pay-ou t s  for 
d amage s .  Lo s s  red uc t ion de c r ea se s the amo un t of human s u f fe r ing as so c i a ted 
w i t h  in jury and impr ove s the commu n i t y ' s  pub l i c  ima g e as the re s u l t  of an 
i m pr ove d los s hi s t ory .  
F ina l ly , a pr o g r am of los s r e d uc t ion enab le s the r i sk manage r and othe r 
l o cal o f f i c i a l s to pre d ic t  and con t r o l  r i sk manage me nt cos t s mo r e ef fe c-
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t ivel y .  Al l of the s e  he lp a lo cal gove rnme n t  to se rve the pub l ic in a more 
c o s t-e f f e c t ive manne r .  
3 .  E f f ic iency .  R isk manageme n t  pr omo t e s  grea ter ef f ic ie ncy in loca l 
g overnme n t . I t  he l p s  to r e d uce the co s t s  o f  expos ures t o  los s ,  thus 
lower ing the un i t  co s t s of ge t t ing the wo rk of lo ca l gove rnme n t  done . This 
does no t imp l y  tha t  a commun i ty sho uld expec t  imme d ia te or d i r e c t do l lar 
s a v ings w i th the in i t ia t ion of a r i sk managemen t pr og ram . In some com-
mun i t ie s  imme d ia te sa v ings w i l l  re s u l t ;  in o t he rs they wil l no t .  In al l 
c a s e s , however , a r isk man ageme n t  pr ogram w i l l  be t t e r  eq u ip a loca l govern­
men t  to con tr o l  lo s se s  and over the long-r un w i l l  improve i t s  f in anc ia l 
p o s  it ion . 
c .  P ubl ic Re la t ions 
Ju s t  as gove rnme n t  in ge ne ral opera tes w i t h in an ar ena of pub l ic op in­
ion so , too , d oe s  a r i sk managemen t pr ogram . In ad d i t io n ,  the way in wh ich 
a r i sk managemen t program ope ra tes--e s pe c ia l ly its res u l t s--can have e i the r 
a po s i t ive or negat ive pub l ic re la t ions e f fe c t  on a local government . 
1 .  E f f e c t of the P r ogram on S urplus and T axe s . In contras t with 
hav ing to in crease taxe s or mak e bud ge t ad j us tments be cause of p o o r  r i sk 
manageme n t  dec is io ns , e f f ec t ive r isk man agemen t ca n pr oduce los s red uc t ion 
and co s t  s av ings f o r  a local gove rnme n t .  For examp le , Nashv il le , 
Te nne s s e e , s a ved ove r $ 1 . 4  m il l ion dur tng the E i r s  t ye a r of i t s  r i sk 
manageme n t p r og r am and \w e r  $ 6 . 2  m i l L ion in four yea r s . Be t t e r  pub l ic 
r e lat io ns f o r  a loca l gove r nme n t ca n ha rd ly be iluag ined tha n tho se tha t 
resul t from re d uc t ion in cos t be cau se of a so und ly imple me n t ed r i sk ma nage­
men t  program .  
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A s  a ri sk manag ement prog ram is de v e l op ed , some cos t sa vings wi l l  be 
imme d i a t e and obv i o u s  wh ile othe r , le s s  obv i o u s  savings may be ach ieved 
o ve r  t ime . The ne t ef f e c t s  of bo th are the ab i l i t y of the lo ca l  go ve rnnent 
to prov i d e  es s e n t ial se rvi ces at lowe r cos t or to expand se rv i ces wi thin 
t he bu dg e t , both of wh i ch wi l l  be we l l- r e c e i ved by the tax pay ing publi c .  
2 .  Manag e r ial Image . A sound r i s k ma nageme nt prog ram ca n pr o j e c t  the 
image of manageria l ef f i c i e ncy to the vo t i ng publ i c . In fa ct , ima ge as ide , 
a go od ri sk management prog ram is ma nage r i a l  ef f i c i ency . Wha t ever e l s e  may 
be invo lved i n  gove rnme nt a l  emp loyment , gov e r nme ntal of f i c i a l s  and 
e mp l oy e e s  are commo nl y be l i eved to be publ i c se rvant s ch a rged wi t h  the 
e f f i c i e nt management of th e as s e t s  of th e coramuni ty . A we l l-r un ri sk 
management pr ogram wi l l  not onl y  p r ot e c t  the communi t y  t s va lues bu t al s o  
w i l l  cont r i bu t e  t o  a n  image o f  pos i t ive loca l go vernme nt manageme nt . 
3 .  " P i e- i n-the- Sky " v s . .. Egg-on- the-Face . "  A risk manage r illU S t  be 
c a re f u l  not to "ove r s e l l " the p r ogram by promi s i ng things tha t ca nno t be 
a ch i e ved . Th i s  is the " p i e- in-the - s ky "  ap p r oach to risk manageme nt wh i ch 
emphas i z es re s u l t s  that may not be ach ieva b le . A r i sk ma nag e r  shou l d  
a lway s avo i d  p rom i s ing co s t  sav i ng s  or s ubs t a nt ial los s reduct ions . 
Risk ma na ge me n t is a pr a c t ic a l , down- t o-earth ap p r oa ch to de a l i ng wi t h  
r i s k s i n  way s that ca n of t e n be rJe as ured in do l la r s � A pr op e r r i s k  ma na ge­
m e n t  p rogram c a n  be s o l d  on t h e ba s i. s of so l i d , de f e ns i b le me t h ods fo r 
d e a l i. ng e f f e c t i ve l y  w i t h  ri �ks at the lowes t do l la r  ou t l a y . S u ch an 
a pp roa ch wi l l no t ove rse l l  the ca p a b i l i t i e s  of the pr o g r am .  A pr o p e rly 
c o n ce ive d and itnp l e raent e d  r i s k  manageme n t  program w i l l  avo id 
. .  egg- o n-the-f ace " be cau s e  i t  wi l l  n o t  p r o lili s e  res u l t s that ca nnot be 
a ch i eved . 
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I t  w i l l  al s o avo id " e gg- on- the - f ac e "  b y  ide n t if y ing and plann ing for 
the re duc t ion , pr eve n t io n , or tr ans f e r  of al l pure r i sk s fa ce d by the loca l 
g over nmen t . In th is way ,  unan t ic ipa ted and unac ce p tab le lo s s e s w i l l  no t 
o c cur , and thos e lo s se s  tha t do occur will be pr o pe r l y co ve r ed . W i th an 
e f fe c t ive r · sk manageme n t pr ogr am , loca l o f f ic ia l s  wil l no t be for ced to 
make elubarr a s s ing exp lana t io n s  o f  an af t e r- the - I o s s  inab i l i ty of the loca l 
gove rnme n t  to ca r ry on v i t a l  func t io ns or to ask taxpa yers fo r inc r e a s e d 
reve nue s to make up fo r fund s pa id ou t fo r los s e s . 
The p ro pe r s ta n ce fo r the r i sk manage r is to s tr ike a re as onab le 
b a lance be twe e n  p lan n ing and pe r f o r mance . A l tho ugh th is may no t always be 
e a s y ,  by do ing so the lo c a l  gove r nme n t ' s  r i sk s  w i l l  be managed in the mo s t 
c os t-e f fec t ive man ner , and po s i t ive ra the r than ne g a t ive pub l ic r e l a t ions 
w il l  ac c r ue to the lo cal gove r nme n t . 
D .  L o c a l  I n surance I n t e re s t s 
An imp or ta n t se t of pub l ic re l a t ions and po l i t ical pr ob lems fo r the 
r isk manage r  may ar is e with re s pe c t  to loca l ins urance in t e re s t s . Al t ho ugh 
r i sk manageme n t invo lve s mo r e than ins u r ance , no r i sk manag eme n t  pr ogram is 
comp le te w i tho u t  in s u rance of some k ind . In fac t , ins urance ge ne r a l ly 
r e p r e s e n t s a s ig n i f ic a n t p o r t io n  o f  a we l l-des igned r i sk manageme n t  
p rog r am . F o u r  prob le ms ma y a r i s e  in c o n n e c.  t lo n w i t h  the pur chase o f  
ins urance f o r  a l o ca l go ve - nme n t . 
1 .  F avo r i t ism. n s n ra nce p u r c ha s e d  by lo c a l go ve r nme n t  is o f  te n con-
s id e red a po l i t ic al " p lum . " One or mo r e pe r s o n s in the local ins ur a nce 
indus try who may ha ve ga ine d  favo r e d p o s i t ions be cause of po l i t ic a l  ac t iv i­
t ie s ,  as s o c ia t io n s , or r e l a t ion s h ip s ma y be l ie ve they " have a r igh t to " the 
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c ommun i ty ' s  ins urance bus ine s s . The pr ob lem ma y  be exace rba ted if fa vo r ed 
age n t s  ar e no t the mo s t  compe te n t  or ef f ic ien t insurance pr ac t i t ione r s  or 
if they canno t provide the be s t  cove rage at the lowes t co s t .  
W he n  th is pr ob lem ar is e s , as it freq uen t l y doe s  in loca l go ve rnmen t ,  
the po l i t ica l " c lou t "  of loca l agent s as we l l  as ignorance on the par t  of 
l o ca l of f ic ia l s  regard ing sound r i sk managemen t pr inc ip le s  may make ef fec­
t ive ac t ion to cbange pr ev ious prac t ic e s  dif f ic u l t  fo r the r isk manager , if 
not al s o  dange rous to h i s  tenure . In r i sk man agement ( ind e ed in al l 
manageme n t ) , prac t ic ing fa vor i t i s m ,  es p e c ial ly favor i t i s m  res u l t ing fr om 
p o l i t ic a l  cons ide r a t ions , is rar e ly a good id ea . 
A good r isk managemen t prog ram mus t be f irm in ach iev ing i t s  cos t­
e f fe c t ive go a l s . O ne me thod of do ing so is to req u ir e al l in s u rance to be 
b id and to award al l ins urance co ntrac t s  to the lowe s t and be s t bidde r . 
S u ch a de c is io n may produce cons ide r ab le po l i t ic a l  op pos i t ion in i t ia l ly ,  
e s pec ia l ly from any age n t s  who prev iou s ly had rece ived favo red trea tment . 
Expe r ience with b i d d ing in s ur ance , howeve r ,  shows tha t th is prac t ice almo s t  
a lway s pr omo t e s  dol lar sa v ing s f o r  the commun i ty and i t s  c i  t iz e ns and 
re s ul t s  in imp roved ins ur ance cove r age and se rvice . 
2 .  Equ ity. In at temp t ing to avo id favor i t ism, a se cond prob lem may be 
encoun t e r e d--d if f ic u l ty in ma in t a in ing eq u i ty or fa i r ne s s  to ins ura nce 
age n t s  and br oke r s  who a r e  of ten inf lue n t ia l  in a loca l commun i ty .  In 
recogn i t io n  of th is fa c t  and al s o  to av o id favor i t ism, loca l  government 
o f f ic ia l s  may de c ide to "g ive eve ry one a piece of the ins urance ac t io n . " 
One r i sk manager repor ted tha t over 300 ins urance po l ic ies we re in fo r ce 
f o r his commun i ty pr io r to es tab l ishmen t of a r i sk management pr og ram . 
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In ano the r communi t y ,  al l l o c a l  in s u ra nce ag enc i e s re ce i ve d  a por t io n  of 
t he t o t a l  in s u ra nce comr.li s s i on d ol l a rs pa i d  by lo ca l go v e rnrae n t , wh e t h e r  
t he y  wro t e  a po l i cy for the loca l gove rnmen t  or not . 
3 .  Compe t i t i on . Whe n ins u ra n ce do l la r s  are s p r e ad so thinl y ,  ine f -
f i c i e ncy and un s ound co ve rages a r e  ine v i t a b le and se r v i c e  i s  vi r t u a l ly 
n onexi s t e n t . Obv i o u s l y , le t t i ng eve ry one in t o  th e  ac t is not the wa y to 
s olve ins u ra nce p r oblems , eve n though it may so lve sh o r t - t e rm. " p o l i t i c a l " 
p ro b lems . He re , comp e t i t io n  amo ng qua l f f i ed age n c i e s  thr ou gh a so und and 
f a i r  bi d d i n g p r o ce d u re is re c nfolme n d e d  to promo t e  eq u i t y . 
The s t r o n g and le g i t ima t e  compe t i t io n  t ha t ex i s t s  in the ins ura n ce 
f ield ca n be us e d  to advan t ag e  in any p r o p e r l y  ru n r i sk mana geme nt pr og r am . 
Lo cal gove rnme n t s  ca n tak adva n t age of t h i s  comp e t i t i o n  by de c i d i ng 
b e f  o r ehand thro ugh p r o p e r  ana l y s  i s  what i ns u ra n ce is needed and by di s t r i ­
b u t i ng to the ins u r ance cOfil[Quni t y  p r o p e r l y  drawn s p e c i f i ca t i o ns ref le ct i ng 
t h e s e ne e d s  along wi t h  re q ue s  t s  f o r  ins u r a nce p r o p o s a l s  ( or bi d s ) on the 
e n t ire ins urance p a ckage . To some ex t e nt , a " n a t u r a l  se l e ct ion" p r o ce s s  i s  
a ch ie v e d  th rough th i s  me tho d s i n ce no t al l age nci e s  �vi l l be int e r e s  t ed i n  
s u bm i t t ing p r o p o s a l s . Ke e p  i n  mind t h a t  s o l i c i t a t i o n  o f  prop o s a l s  need n o t  
b e  c o nf ine d  t o  t he lo ca l ins u ra n ce cor.uauni ty and that non- l o ca l or 
" ou t s ide " age n c i e s and compa n i e s  ma y prov i d e  go od c ove rage a t  lowe r c os t . 
In a n y eve n t , o r e ni ng the ')i d d 1. l 1 g  to no n- l o cti 1 c ompa n i e s  f o r c e s  l o ca l  ve n-
d o r s  to be no r e  comp e t i t i ve . 
The ad van t age s of bidd i ng a r e , f i rs t ,  tha t i t  s ho u l d  le ad to t he mo s t  
e f f i c i e nt packaging of ins u ra n c e  cove rages pl a c ed in the be s  t compa n i e s  at 
t he lowe s t  cos t s  wi t h  a ruaximUCl o f  co l l a t e r a l  s e r v i ce s . S e c o nd ,  bi d d ing 
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p r ovid e s a rat iona l and impe r s onal me ans of mak ing ins ur an c e  cho i c e s  ba se d  
upon prod uc t and pr i c e  compe t i t i o n  ra the r th an o n  fa vo r i t i sm and inf luence . 
4 .  Complacency _  A four th pro b lem encountered i n  lo cal gove rnme n t  r i sk 
manageme n t  i s  tha t o f  ins urance comp lac ency . This is mo s t fr eq ue n t l y 
e nc o u n t e r e d  whe re a single agency has h i s t o r i c a l ly ha nd l e d  the commun i t y ' s  
i ns ur a n ce ac c o un t . In one ca se , a s ing le age nc y  had wr i t ten ins ur anc e fot" 
a sma l l  lo ca l pub l ic nt i 1 i t y  for ove r 40 y ea r ' .  The u t  t l i  ty hi r e d  a co n-
s u l tan t to r e v i e w  i t s  i ns ur ance prog r am .  The cons u l t a n t  sugge s t ed 
b r o ade ned in s u r a n c e covera ge a nd a l s o  r e c o mme nd e d  tha t the ins ur ance 
p ackage be le t Fo r co m pe t i t i ve b i d � . A s a re s u l t , the u t i l i ty rece i ve d  a 
5 2  p e r ce n t  red uc t i o n in pr eminm cos t- -w i t h the same in s ur a n c e  ca r r i e r as 
the low bi dde r .  
The p o i n t  i s  tha t f r eq ue n t ly the agency tha t has ha nd le d the 
c o mmun i t y ' s in s u rance bus i ne s s for a numbe r of ye a r s ha s pr oba b ly al s o  made 
r ec ommenda t ions rega rd i ng the comm un i  t y '  s ins ur a n ce req uir eme n t s ,  and i t  
h a s  enj o y e d  a n  e f fe c t ive mono p o l y ov e r  th e co mmun i ty ' s ins u r anc e se rv ic e . 
In ad d i  t i o n ,  the ag ency and the pe r s onne l in the loca l gov e r nme n t  res pon­
s ih le f o r  the co mmun i t y ' s ins ur ance pr o g r am ve ry pr o bab l y ha ve be come 
cOl!lplace nt ahou t the pr ov i s i o n  o f  ins u r ance se r v i c e s . 
C omp lace ncy i s  le s s  f r eq ue n t l y  f o und whe n  a compe t i t i ve pr o ce s s  i s  
u se d . He r e  age nc i e s  wi l l  c ompe t e \li t h  one ano t he r to se r v i c e " the 
c om�un i t y ' s ac c o un t .  
t i c ular l y d i s turb i ng .  
Two as pe c t s  o f  the comp la c e ncy pr o b lem ar e pa r­
F i r s t , impo r t ant inf o r ma t i o n  and ad vice conce rni ng 
c o verage s , l o s s e s ,  a n d expe r i e n ce md Y no t he sup p l ied to the insu r e d . 
S e c o n d , v i t a l i lnd use f u l  se r v i. ce . " {.;h i c h a r e  the jus t i f ica t i on fo r com ­
m i s s i o n s pa i n  to lo (�a l age n t s ,  m a y  no t he pr o v i ded . 
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In pa r t , th e r roblem of co m p lace ncy a r i s e s  ou t of the ag e nt ' s  t r ad i ­
t i ona l compens a t ion sy s t e l .l wh i ch is re late d  direct l y  to p r e m iuCl vo l urJe . 
The greate r the ll remium vo l ume , the g r e a t e r  the ag en t ' s  inco�e . Thu s , the 
a g e nt ' s  incentive f o r  red u cing p r e m iums is not as s trong as the ins ured ' s . 
C ons e q ue ntl y , the agent may be re l uct a nt to modif y cove rag e s  or make 
s u gge s t i ons for " hol l s e k e e p i ng "  ch ange s th a t  cou l d  ul t imate l y  re s u l t in 
red u c e d  pretaiums . 
Th e agent I Ga y a l s o  be s l ow to prov -· de s e r v i c e  s i mp l y  beca use to do so 
wou ld red u ce the mount of t ine a va i l a b l e t o " se l l "  in s u r an ce a nd thu s to 
earn comm · ssions . A c onp e t i t i ve e nv i ronue nt f o r the pur c h a s e  of a 10 _a 1 
gove r nti1e n t ' s  ins u r a nce c.a n be e x p ecte d t o  p r omot e imp r oved se rv ice de l i ve ry 
by the se le cted agenc y and company and a l so to he l p  avoi d or r ed uce the 
p ro b l e m  of co�p lacency . 
E .  Summar y 
Ri s k  mana ge!ile nt concepts p r o p e r l y  ap p l i ed ca n help loca l gove rnue nts to 
a ch ieve the im p o r t a n t  o b j e c t lve of cos t-e f f e c t ive pub l ic se r v i c e  de l i v e r y . 
R i s k  mana gement p r omote s c o s t co nt rol , cost stab i l i t y , los s reduc t i on , and 
op e r a t iona l ef f i c i e ncy .  
O f  eq ua l impo r t ance , ri s k  manageme n t  ca ll he 1 p  l o ca � go v e r nm e nt al of f i ­
c i a l s  avo i d  a nUl:l be e of Jo t n t i a 1 l y  s e r i o ll s n- o b ll? t l S . The s inclu de los s e s  
f o r wh ich d lo ca l gove r n ll1e nt 1.  f i lla n c i a l l y  O t· o t he rwi ti e  u n p r e p a red a nd the 
f inanci a , politica l ,  and pu b l i c  re l a t i o ns co ns e q ue nc e s  of such los s e s . 
A r i s k  manageme nt p r og r a m  should promote the regu lar , compe t i t ive 
b i d d ing of a coromu ni ty ' s i ns u rance . Al t hough in some case s loca l ins urance 
i nt e re s ts i nit i a l l y  T/la y o p pos e b i dd i  g , exp e ri e nce shows that com p e t i t ion 
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in the pr ov is ion of ins urance re s u l t s  in improved cove rage at reduced co s t 
with improved se r v ice . 
R isk managemen t "goes to the bot tom line " by promo t ing a oore cos t­
e f f ec t ive op era t io n  and he lp ing to reduce or s tab i l iz e  cos t s  as soc ia ted 
w i t h  expo sures and los s e s . Th is , in turn , he lp s  a local government with 
i t s  budge t and promo tes a mo re pos i t ive image of l oca l gove r nment 
managemen t .  
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CH A PT E R  I I I 
ESTABLISH ING A RISK MANAGEMENT PROGRAM 
A .  Ma nageme n t E nvi r o nme n t . 
L o ca l  go ve rnme n t s  are run by e le c ted and ap p o int e d pub l i c  of f i c i a l s  wh o 
f un c t  ion in the sp o t  l i gh t  of pu b l i c  o p i n ion . Whe n go vernme n t  of fic i a l s  
make de c i s i on s  the y m u s  t do so pub l i c ly , and t he s e de c i s i ons are rep o r t e d  
by the ne ws me d ia , ap p e a r  i n  the loca l go ve rnme n t ' s budge t ,  and are eva lu-
a t e d  and c r i t i c i z e d by many d i f fe r e n t  pa rt i es . * Many de ci s io ns al s o  
gene r a t e  con t r ove r sy . Wha t  is t r ue of loca l gove rnme n t  de c i s i o ns in 
g e ne r a l  is pa r t i c u la r l y t r ue of r i sk ma nageme n t  de c i s i o ns . 
A s  long as r i s k  ma na g e me n t  de c i ._ i o n s  <l r e s o u nd and the i r c o s  t s  
j u s t i f i e d , they p r oba b l y  vl i l l  s u r v i  ve- - a s  w i  1 1  t h e r i sk manage r .  
I ne v i t ab ly , hOItTe ve r , even the be s t de c i s i ons wi l l be q ue s t i oned . I f  a 
f a i lure s h o u l d  oc c ur in ri sk manageme n t , the cri t i c s  wi l l  de mand to kn ow 
why be t t e r  de c i s i ons we re not ma de . 
R i sk ma nage r s  in ma n y  commu n i t i e s  e n j o y  the s u p por t of loca l  ele c t ed 
o f f i. c i a l s . I n  s o me , lo c a l of f i c i a l s  !nay op pose the c o n ce p t  of r i sk 
mana g e me n t . Th i s  i s  of t e n  the ca s e  in commun i t i e s in wh i c h  the loca l 
i n s ur a n c e indus t r y fle xes i t s  po l i t i c a l  mus c le ,  in wh ic h ele c t e d o f f i c i a l s 
t hem s e l ves are pa r t  o f  the ind u s t r y , o r  i n  wh i c h  the lo ca l gove rnoe n t ' s 
ins u r a nce bu s i n e s s  ha s t r adi t i on a l l y be e n  v i ewed as a po l i t ic a l plum to be 
s ha r e d  amo n g po l i t i c a l  favo r i t e s  or s u p p o r t e r s . 
*Th is is ano t he r  exa mple of the di f f e r e nce s  be tween go ve r nme n t and 
b u s ines s .  Th e co ns ume r of p r o d u c t s  in the bu s i ne s s  wo r l d is ra rely , if 
e ve r , awa r e  of the r i sk man age me n t de c i s i o ns tha t  have be e n  ma de by the 
p r oduci ng company . Nor are s t o ckho ld e r s  u s ua l l y aware of r i sk ma nageme n t  
d e c i s i o n s ma de in compa n i e s  i n  wh i c h  the y own sha re s o f  s to ck .  
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Even i n  cor.,m u n i t i es in vlh i ch bla t a n t  po l i t i c s  and po l i t i c rt l mo t i v (�s a r e  
n o t  a c.o ns i de r rI t i o n , l o ca l ) f f" i c i a l s  a nd eJnp loye <..�s s t i LI  mu s t  be ed u c ,t t ed 
t o  the va lue o f  and ne e d E o r  r i s k  Ila nagelJc n t  and l :.1U S t be pe rs uade d to SI lP-
p o r t  imp leme nt a t i o n  of a ri s k  ma na gement p r og r am. . In t he be s t  of 
s i t ua t i ons , th i s  is not a n  ea s y  cho r e . In a ho s t i l e lo ca l e nv i r onme n t , 
d e ve l opme n t  of a ri s k  manageme nt p r og ram ma y  we l l be imp os s i b le . 
B .  Requ i r emen t s  
I f  the env i r ontJlen t  i s  f a vo r a b l e , the s u c ce s s  of a l o c a l  gove r nne nt r i s k  
manag eme nt p r o g r a m ca n be as s u re d  i f  at t ent i o n  is give n to the fo l l o\-li ng 
r eq u i r eme n t s . 
1 • R i s k  Ma nage r .  I:<: s s e n t i a l  t o  the de ve l o p lae n t  rind op e ra t i o n  of an 
e f f e c t i ve ri s k  ma nageme nt p r o g ram in loca l  go v e rnl.1e n t  is a com p e tent r i s k  
ma nage r . Lo ca l gove r nme nt s , howeve r ,  o f  t e n  f e e l  tha t emp l o y ing a ri sk 
md nage r is a luxu r y  the y  ca nnot at f o r d . A re c e nt s u r ve y ,  fo r examp le ) 
s ho w e d  th a t : 
Al t hou gh ci t i e s  and t o w ns ra nk los s con t r o l  and r i. s k  Ina nagemen t at the 
t op of the l i s t of p r i o r i t i e s  tha t sho u l d  be t.qke rl to c o n t r o l cos t s , 
t he s e  s e r vi c e s  a re ai n o r  cons i d e ra t i on wh en t he ac t u a l  p ur ch a s e  of 
i nsur ance is made . *  
And , l a t e r  i n  tI le same s t udy : 
U n f o r  u na t e l y , i n  the a rea o f  lo s s  co n t r o l , too fila n y  ci t i es fa i l  t o  
p ra c t i c e  wha t  the y  p r e a c h . Los s preve n t i o n  se rv i c e s  ranked la s t  ar..1o ng 
[ t he i r ] s i x t o p  buy i n g  cons i d e rat i o ns . ** 
* J o u r n a l  of fune r i can Ins u r ance , Summe r 1 9 8 0 , p .  1 7 . 
* *  ��c!. . , p .  2 0 . 
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F i l l i ng the po s i t i o n of r i sk manage r i s  c r i t i c a l t o  the pr o t e c t io n of a 
c o mmun i ty ' s as s e t s . Expe r i e n ce ha s shown tha t sa v i ng s  as s o ci a te d wi t h  
e mp lo y ine a ri sk mana ge r ca n of f se t the cos t o f  the po s i  t i o n . I n  sma l le r 
u n i t s , a pa r t - t i me po s i t i o n  nay be he ld in con j un c t ion wi t h  ot he r dut i e s . 
I n  la rge r comm un i t i e s ,  \.I1'he n the r i sk manage r i s  res p o o s i � le for safe t y  and 
l o s s  pre ve n t i o n as we l l CiS o t he r  as p e c t s  o f  r i s k  ma nageme n t , the job s ho u l d  
h e  fu l l  t i me . I n  e i t h e r ca s e , the ri s k  man age r  s ho u l d re p o r t  to the ch i e f  
a dm i n i s t ra t i v e  o f f i c e r in a loca l go v . r n m e n t . n t h i s wa y , the like l i ho o d  
o f  Sll p ro r t  f o r  t h e  r r l )g r a m  is g n� ;.) t e r  t h r o u gho n t  th(� lo cn. l go ve r n me n t . 
F i g u r e  I o n  page 2 8  d i s p l a y s  g r a p h i c a l ly the l o ca t i o n o f  the r i sk 
ma nage r ' s  po s i t io n  in a ty p i ca l lo ca l gove rnne n t . 
T he r e s pons ib i l i t i es and du t i e s of a r i sk mana g e r  a r e  va r i e d and i n  a 
f u l ly deve l o p e d  pr o g r a m  wi l l  in c lu de a t  le a s t the fo l lowing : 
* I d e n t i f y e x p o s ur _ s and de ve l o p  re c omm nd a t ions f o r  co r r e c t ive ac t io n . 
*P r e p a r e  t he comml ln i ty ' s ri �k ma nageme n t  bu d ge t , 
s e l f - i ns llra n ce a n d  r e t e n t i o n cos t s  and r e s e rv e s , 
p r e v e n t i o n c o s t s . 
i n c lu d i ng ins u r a n ce , 
and sa f e  ty and l o s  s 
*O p e r a t i ng wi t h i. n  pur chas i n g  r e gula t io n s ,  p r e p a r e  i ns u r a n ce bi d 
s p e c i f i ca t io ns wh e n  b i d d ing i s  req ll i r e d  and / o r ne g o t i a t e wi t h  i ns u r a n ce 
hr oke r s  fo r de s i r e d  coverage s .  
*Ha i n t a i n  pe r p e t na l in ven t o r i e s  on the i ns u r ab le va lue s of al l pr o p ­
e r t y , in c lu d i n g bu i l din g s , c o n t en t s , eq ui p me n t , ve h i c le s , and s up p l i e s . 
* S t ay inf o r me d  o f  ac t u a l and po t e n t i a l  cha ng e s in the li ab i l i ty s ta tu s 
o f  the loca l gove r nme n t , inc l ud i ng chang e s re s u l t ing fr om new fe de r a l  
o r  -, t a  t e  s t a  t u t e s  o r  co u r t  de l. i s  i o n s . 
*Re v i ew l o c a l go v e r n me n t o r d i nance s and s t a t e  and f e d e r a l  law s and 
r egu la t ions , ;-is ap p r o p r i a t e , to de t e nn i ne whe n i ns ur a n ce cov e r a ges or 
b o n d s  a r e req u i r e d  for l o ca l r r og r dln s i lnd make re c omme nda t i ons to the 
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*Es t a b l i sh and supe rvi se a lo ca l  go ve r mlle nt - \vide pr og r a� of enp loyce 
s a f e t y and lo s s p reven t i o n . 
* E s t ab l i s h  cla ir'Js rep o r t i ng p r o ce d u r es and deve lop and ma int ain the 
ne ce s s a ry los s re co rd s . 
*Ens u r e  the p r o p e r  hand l i ng of al l t h i rd pa r t y  c la ims aga i ns t the local 
g ove rnr,le nt ( i ns u red and un i ns u red ) , al l f i r s t pa r t y  c la ims of the lo ca l  
g ove rnme n t  wi th ins u r e cs , a nd a l l  c la ims o f  t he lo ca l gove rnll e nt 
aga i ns t o t h e r s  who ca u s e  dama g e  o r l os s to i t s  p c o p e rt y .  
*Hake pe r i od i c rep o r t s t o the ch ief admi n i s t ra t ive of f i c e r ( a nd / o r  
g ove r n ing bod y )  \-l i t h  re s p e c t  to the cu r re nt s t atu s of the risk manag e­
me n t  p r og ram . 
* E s t a b l i s h  ins urance re q u i reoe n t s 
bus ines s wi th the lo ca l gove rnme nt 
c o rap l iance wi th t i l e s e  requ i r erne n t s . 
f o r  ve nd o r s  
and ap p r ove 
or cont r a c t o rs 
al l c o n t r a c t s 
* C a r ry ou t r e g u l a r re vie ws of the r i s k ma nagement p r og r am . 
* S u p e rv i s e  and admi n i s t e r the ov e r a l l p r og r .qm . 
do i ng 
as t o  
Id ea l ly , the ri sk ma nage r wi l l  be a qua l i f i ed , ma t u re admin i s t r a t o r 
w i t h  exp e r i e n ce and kn owl edge in the f i e l d s  of l o ca l  gove rnh1e n t , s af e t y  and 
l o s s c ont r o l , i ns ur a nce , and o t h e r  r i s k ma nag eme nt t e chn i que s , and 
i ns ur a nce ad j u s tme n t  or claims hand l i ng . Al t hough the id e al may not be 
e a s i l y  me t ,  no loca l  go ve rnment sho u l d  se t t l e  f o r  le s s  than a pe rs on \-Ji th 
c ompe t e nce and exp e r i e nce in lo ca l  go ve rnLle n t l'!lanagene n t  and a t  le as t a 
g e n e r a l  knowl ed ge of loca l 80v e r ntae n t  r i s k  ma nageme n t  req ui r eme n t s . Salary 
shou l d , o f  c o u r s e , be comme ns i ra t e  \ .. d t l l  re:-; pons i b i l i t y* . 
* Tll e ne ed f o r  ad eq ua t e COIl1pe nS :l t i o n  s ho u l d  go wi t h o u t  sa y i ng , bu t i t  
d oe s  no t . Th e re f o r e , t h e  po i n t w i l l  be re i t e r a t ed he r e . Lo ca l go ve rnl!le nt s 
mu s t  pay ade q ua t e sa la ries in o r de r to a t t r a c t and re t a in comp e t e n t ri sk 
anag e r s . Th at t h e s e pe r s o n s  wi l l  re tu rn mo re tha n th e va lue of the i r  
s a la r i e s  t o  the lo ca l go ve rnme nt th r ou gh sav i ngs as s o ci a t ed wi th a we ll­
aduini s t e r ed r i sk ma na geme nt p r og rarJ sho u l d be a c01J.p e l l i ng arg umen t fo r 
a dequa t e  sa l a r i es . 
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2 .  Fo rma l P r o g ram . A fo rmal i z ed , co mp reh ens i ve r i s k  ma nag ement 
p ro g ram i s  p re f e rable to inf o rma l , of f - t h e - cu f f de c i s i o ns abo u t  r i s k . 
F orma l i za t i on re f e r s  to a po l i c y de c i s i o n  na de by the ele c t ed go v e rn ing 
b ody to es t cc b l i s h a ri s k ma nageme n t  prograrll , adop t a ri sk manag emen t 
p o l i c y , as s ign re s p ons i bi l i t y f o r  pla nn i n g and imp lement i ng the p r og r a m  to 
a s p e c i f i c s t a f  f pe r s o n ,  and in co r p o ra t e ri s k  manageme n t  ex p end i tu r e s in t o  
t h e  budge t .  Forma l i z a t io n s hou ld res u l t  in a ri s k rilanageme nt p r og r a m 
ma rk e d  by de f i n i t ene s s , ac c oun t a bi l i t y ,  and cos t -e E f e c t ivene s �; .  F o rTila l  
s an c t  i o n  of a ri s k ma nag e me n t  prog ram sugge s t s  th a t  the p r og r am ha s th e 
s u p p o r t  of top e l e c t ed and a d mi ni s t ra t i ve of f i c i a l s -- a n  h:tpo rt ant fe a tu r e  
f o r  any progr",  m . 
3 .  P o l i cy . To se r ve as a gu ide f o r  the prog r a m , a ri s k  ma nag e men t  
p o l i c y  shou ld be ad o p t ed by the loca l go ve rn i ng bod y . S u c h  a po l i c y  wi l l  
p rov i de c l e a r  and unamb i gu ou s di re c t i o n  to the r i sk ma nag e r  and �i l l  
e s ta b l i s h prog r a m  pa rame t e rs Hi th in wh i ch t o  op e ra t e . 
A ri sk mana ge me nt p o l i c y is a do cume n t tha t  se t s  f o r t h the go a l s and 
o b j e c t ives of the p r o g r am ,  r e s pons i b i l i t ie s re l a t ed to tho s e go a l s  and 
o b j e c t ives , the r i s k  ma nage r ' s  au t ho r i t y to achi eve t ho s e res p ons ib i l i t i es ,  
a nd the ba s i s  f or e va lua t i o n  of the e f f e c t ivenes s of the p ro g r am .  The 
p o l i c y  a l s o  p r o v i d e s the r i s k  !lc1.nage r · ..... i t h  the au t h o r i ty and gu O d e l i n es t o  
p e r- f O t 'Ll a l l r i s k  IllCl nag l;le n. t  l L l ll , t io ns . 
E a ch go v e rnf.le n t i-l l u n i t ha s d i s t inc t i ve ha r::l c t e r i s t ic s . A s t a nda rd 
r i s k  la.ana ge me n t po l i c y to f i t  all c O IJ1m u n i t i e s , t he r e E o r e , pr o ba b ly ca nnot 
be deve l o p e d . Howev2 r ) ce r t a i n ba s i c  con c e p t s  sho ul d be in c lu de d  in any 
p o l i c y s t a t eme n t . 
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The f o l lowing comp one n t s of a go od ri sk ma na geme nt po l i cy s t a t efJ.e n t  are 
of sp e c i a l imp o rt a nce : 
* In t e n t  and sc o p e of the pr ograr:l . 
* Prog ram au t ho r i t y . 
* S t a t erae n t s  on ins ur nce and re t e n t · on of risk . 
* S t a t ement s on sa f e ty ,  se cu r i t y ,  and los s pr eve n t io n . 
* Aut ho r i t y  and r e s p ons i b i l i t ie s of t he r i s k  ma nage r .  
Ap p e nd i x A c o n t a i ns a s amp le risk ma na g e me n t  po li c y s t a t e�e nt wh i c h  ma y be 
u s e d  as a ood e l by any loca l gove r nrae nt in the de v e l o p oe nt of i t s own 
p o l i c y . 
4 .  Budg e t . Eve ry ri sk ma nag e me nt p r ogram sho u l d  have a bu d ge t and 
s ho u ld op e ra t e  wi th in i t s  budge t . Th i s  means , f i rs t , tha t al l as pe c t s of 
t h e  program ,  whe the r ins u r a nce , re t e nt ion , saf e ty and se cu r i ty ,  or los s 
p reve n t i o n , sho u l d  b e  p lanne d i n  advance , and f unds f r om the ge ne ral 
g ove rnmen t a l bud ge t or f r om de p a r t me n t a l bu d ge t s  sho u l d  be se t as ide f o r  
r i sk ma nageme nt . 
Se cond , al l ri sk ma nageme n t  exp e ns e s , inclu d i ng the cos t and impac t of 
a l l  lo s se s , shou ld be ca re f ul l y re c o rde d . In t h i s  way , the ri sk ma nage r 
a nd e l e c t ed and ap po i nt ed of f i c i a l s  p e r i ud i ca l ly can re v i ew the c o s t -
e f f e c t i ve ne s s of the pr og r am . Thi rd , al l budge t a ry de ci s io ns shou ld be 
ma de pu bl i c l y . Th e ri sk manage r s ho u l d  be comilli t t ed to a p() l i c y  of "no 
s u r p r i s e s " and of com p le t e op enne s s  rega rd i ng the cos ts and s av i ng s of the 
p r og ram . 
Th i s  shou ld n o t  be t aken to me an t h a t  a ri sk management bu dge t is 
i. nv i o la t e or sa c r o s a n c t . I t  Cc Hl a nd sho u l d  be ch a nged as Ci r CllT!ls t ance s and 
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s ound ma nageme n t  p rac t i ce s d i c t a t e . B u d ge t arlle ndme n t s o r  r-ev i s ions , 
howeve r ,  shou ld be t re a t ed no di f f e r e n t ly f r om any othe r bu dge t de c i s i o n  i n  
a lo ca l  governme nt . The y  should be bas ed on pr ior pla nni ng and should 
i nvolve ade qua t e re c o rd i ng and ac c o u nt i n g . 
T he r i s k  ma na geme nt bud ge t s houl d be ade qua t e  a nd re3.l i s t i c . A ri s k  
mana g e r who s e  ha n d s  a r  t ied f i na nc ia l l y wi l l  he f r u s t r a t ed and inca p a b l e  
o f  ac h i e v i ng the goa l s  and o b j e c t i ves se t f or t h in the ri s k  ma nageme n t  
p o l i c y . The budge t mus t  p r ovi de ad e q ua t e  f und s to ach i eve tho s e  go a l s . A 
p r ope r ly des igned r i sk manage lile n t  pr og ram ord i na r i l y wi l l mo re than pa y f o r  
i t s e l f ove r t h e  lo ng ru n through cos t sa vings and exp ens e red u c t i o n s . 
5 .  Cooperat i on a nd S u p p o r t . A v ia b le r i s k  raa nagelalc n t  p r og ram req u i  r e s 
the su p po r t  and coo p e ra t i o n of ele ct ed of f i c i a l s , top na nagemen t , and s t af f 
a nd li ne pe rs on ne l . Es p e c i a l ly imp o r t a n t  is the sup p o r t  of the cOt:lffiun i  ty ' s 
c h i e f  adm i n i s t ra t i ve of f i c r and e le c t ed o f t i c i a l s . Th e s e  pe rs o ns hav e t h e  
a d m i n i s t ra t i ve il nd po U . t i c a l rlll t h o e l t y L o  e ns u r l:' s ll p p o r l  fo e r i s k tna nag e ­
m e n t  t h ro u g h ou t the �o ve rnt;1(; n t a l  un i t . 
B r oa d sup p o r t  wi th i n  a gove rnme n t a l un i t  f o r  r i s k  u a nageme n t  i s  S Olne-
t ime s d i f f i c u l t  to obt a i n . Th i s  i s  pa r t i c u l a r l y t r u e  �lhen pe r s o ns are 
be i ng asked to change tradi t io nal way s of do i ng thing s . S up p o r t  and 
c o o p e r a t i o n  ca n g e n e r a l l y be ach i eve d whe neve r cons i s t en t  examp le and 
e xp la na t i o n ca n show tha t  the prog r aln wi l l res u l t  i n  mo ne t a ry sa v i ng s and 
w i l l  p r e v e n t  los s e s  a n d  i n j u r i es . I n  es s e nce , the r i s k  ma nage r ' s jo b i s  to 
c o n v i l1 ce cie p a r t l 11 :> n t  h > a d s  a nd )e rs o nn e l t hA. t  ri s k  manageme nt I Ja k e s  go od 
s e n s e , is i l l t l w s e  th.! r S O I l �� ' l l 1 t e r e s t s , a nd IfJ l l l  hL' l p  t he ta to ach i eve the. i r  
o w n  gna l �  ; I n d  ( )  b j t.' c  t i. v e ! '  • 
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B r oad supp o r t  f o r  a r i s k  mana geme n t  p r og ram ca nnot be expe c t ed to 
d e v e l o p  ea s i l y  or au t oma t i ca l l y . Cons i d e r able ef f o r t  and ed u ca t i ona l 
a ct i v i ty by risk manage r wil l  be re q u i r e d . He or she should exp e ct to 
s p end at le as t some of the t i�e and budge t of the p r og r am on pr oQo t ing r i sk 
management within the lo ca l go ve r nme n t . 
c .  Procedures . 
Op e ra t ing a lo ca l go ve rUlile nt ri sk ma nageme nt p r og ram invo lve s a conple x 
s e t  of ac t ivi t ie s . S ound \vr i t t en pr o ced u re s , f a i t h f u l ly exe cu t e d , wi l l go 
a lo ng way toward s imp l i f y ing p r o g r a m  ad m i ni s t ra t io n . T he s e  pr o ced ur e s 
wi l l  gui d e no t onl y th e r i s k  manage r bu t al l ot he r pe rs ons in the lo ca l 
g ov e r nme n t . 
S ome of the Qo re important pro ce d u r e s to be fo l l owed in a lo ca l  
g ove rn�e n t  r i s k ma nageme n t  p r og ram are di s cus s e d i n  t h e  f o l l owi ng page s . 
1 • Re po r t s  a nd Forms . *  Rep o r t ing i s  b...1. s i c t o  a n  ef f e c t ive r i s k  
ma nageme n t  p r og ram . A nu Llbe r of fo r ms ca n he de s igned t o Dli n irJ i z e  the r isk 
o f  lo s s  as we l l  as t o  ens u r e the re p o r t i ng of ne ed e d i nf o rm.a t i o n . 
C e r t a i n  fo rms a r e  ava i l a b le f r om ins u r a n ce cOlupa n i e s , but the y ma y  not 
a d e q ua t e l y  pr o t e c t the int e res t s of Lhe l o ca l go v e rnmen t . T h i  s i s es pe-
c i a l ly t r u e  o f  t h e  C e r t i f i ca t e  of Ins u r a n ce f o nll .  
a .  Ce r t i f i c a t e o f Ins u ra n c  • Wheneve r a l o ca l  go v e rnne n t  exe -
c u t e s  a co n t rrt c t w i t h  a pr ov i de r o f  t>o od s o r  se rv i c e s , th e co n t ra c t o r 
shou l d  be t'l!q u i red t o  de mons t ra t e  t ha t  p rop e r a nd adequa t e i ns urance 
* C o p i (lS of sug�;es t ed f o r ':l� \."i Ll he f o u nd 
ll s e d  a '  mod e l s  by l o ca l go v � r ll[ \le n t s i n  
i n  Ap pe nd i x  B .  
de s ign i ng the i -r 
The s e  may be 
own f o rr..ls . 
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is in e f  E e e t  to p ro t e c t  the local go vernme n t . Unle s s  the r i s k  ma nage r 
req u i r e s  ot he rw i s e , the ins u ra nce ca r r i e r  or age n t  ty p i ca l l y wi l l  s u p p l y  a 
s t a nda rd ce r t i f i c a t e  of ins ura nce , commo n l y  ref e r red to as an Accord f o rm .  
A l  t hough the age nt wi ll sup p l y  the nece s s a ry ins u rance cov e rage i nf o r-
ma t i on , the ca n ce l la t io n  se c t i o n  of the Ac co rd fo rm doe s  not af f o rd ade-
q ua t e  p ro t e c t i o n  to the lo ca l  gove rnme nt and , the r e f o r e , i s  unaccep t ab le . 
The ca nce l la t ion p r o v i s ion in the Ac co rd f o ru read s : 
" C anc e l la t i on : Should a ny of the above de s c r i be d  po l i c i es be can ce l le d  
b e f  ore the exp i ra t i o n  da t e the reof , the is s ui ng company wi ll ende avor 
t o  mai l d a y s  wri t t en not ice to the be l o\'1 named ce r t i f i ca t e  ho l d e r ,  
b u t  fa i lure to ma i l  su ch not i c e  sha l l imp os e no obl i ga t i on or l i a b i l i t y  
o f  any . kind up o n  t he cor.:tpany . I I  
The p r o b l e m  wi t h  th i s  s t andard c l a u s e  i s  that i t  d o e s  no t r e q u i r e  
ac t ua l  no t i f i c a t ion of the lo ca l go ve rnme n t  i n  ca s e  of a cance l la t ion . The 
only obl i ga t i o n  is f o r  the ins u re r to mai l a not i c e  of ca nce l la t i o n . 
F a i l u re of th e loca l gove rmae nt to re ce i ve s u ch not i c e , ho weve r ,  imp o s e s  no 
o b l i ga t i o n  or l i a b i l i t y on the ins u rance conpany . 
A p r e f e r re d  ap p roa ch to t h e  ma t t e r  of can ce l la t i o n ,  as we l l  as to the 
f ai l u re of the i ns u ra nc e  age nt o r  comp a ny to re new the cont r a c t o r ' s  
c o ve rage or of the cont rac t o r  t o  se cu re re newa l , invo lves a clau se in t he 
c o n t r a c t  re qu i r ing the use of a s pe c i . ically des igned ca nce l la t ion f o rm . 
The fo nn wo u l d  r e q u i re the i n s u r e r  t o  p r ov i d e  ac t ual wr i t t e n no t i ce to the 
r i s k  ma nage r , o r  ot h e r  ap p r op r i a t e  of f i c i a l , rlt le 'ls t th i r t y  days p r i o r  to 
c a n c e l l a t i o n  or t e r m i na t i o n  of any i ns u ra nce o r  la p se of cov e rage . Fa i lu r e  
t o  no t i f y the lo ca l go vernl,le n t  wo u l d  imp o s e  f u l l  l i a bi l i t y  upon the i n s u r e r  
o r  age n t . Samp le language E o r  s uch a f o rm fo l lows : 
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The cove ra ge s p r ov i de d shal l no t be can c e l le d ,  red u ce d i n  cove rage , or 
a l lowe d to la p s e un l e s s and unt i 1 the C i t y ( o r Cou n t y ) of 
r e c e i v e s  a t  le a s t th i r t y  ( 30 )  da ys p r i o r  vrr i t t e n no t ic e of same . Said 
W'r i t t e n  no t ice mus t be de l i ve red to the C i t y  ( o r Cou n t y ) of 
r i s k  manage r at h i s of f i ce shown as the ad d r e s s of the ce r t i f i ca t e 
h o ld e r be l ow and mus t de s c r i be in pa rt icu la r the cov e r ag e ( s ) t o  be t e r­
m i na t ed , the da t es of t e rmi na t ion , and the rea s on ( s ) f o r  t e rmina t ion . 
b .  Emp l oy e e In j u ry Re po r t s . Saf e t y  and los s  pr eve nt i o n are pr ime 
r e s  po ns i bi l i  t i e s  of a ri s k  ma nage r .  As a re s u l t , emp l o y e e  inj u r i e s  shou ld 
be rep o r t ed to the ri sk mana ge r as s o o n  as po s s ib le . S u ch rep ort s are 
revi ewed and eva l u a t e d to p reve nt re c u r re nce s of s imi la r inj u r i es . Reco rd s 
o f  a l l  i n jur i e s nu s t  be l ,la i n t a i n e d  i n  orde r to comp l y w i  th t h e  rep o r t ing 
r eq ui reme n t s of the O c cu p a t ional S a f e t y and Hea l t h  Act (OSHA) . F u r t he r-
mo r e , re p o r t s  I!lUS t be ltlade to the wo rke r ' s  coclp ens a t i o n  ins ur a nce ca r r i e r 
i f  ins urance cove rage i s  p u r chas e d , or u s e d f o r  inves t i ga t io n and pa y me n t  
s hould the ent i t y  be s e l f - i ns u red .  The r i s k  � nag e r  sho u l d  deve l op 
emp l o y e e  in j ury f o rms and ma ke s u r e  tha t  al l s upe rv i so ry pe rs o nnel a r e  ade -
q ua t e l y  ins tr uc t ed in t he i r use . 
c .  Con t rac t Do cumen t s .  A c omp le t e rev i ew of lo ca l  gove rnme nt al 
c o n t  rac t  do cU l3e n t s is bey ond the s c o p e  of th i s  Hand book . N eve r t he l e s s , 
c e r t a i n  e l e me n t s  o f  t h e  co nt r a c t ing pr o ce s s  are im p o r t ant f o r  ef f e c t  ive 
r i s k  ma nageme n t .  
To be g i n  w i t h , a l o ca l go ve rnme n t  sho u l d deve l o p  and u s e  s t a nda rd bi d 
a nd co nt rac t do cume n t s .  Ar:1 o ng o t he r t h ings , t he bi d do cu rle n t s sho u l d  con-
t a i n  a se c t ion ou t l i n i ng the lo ca l  go v e r noe n t ' s ins u ra nce a nd r i sk ma na g e-
ment req u i r eme n t s .  Th e s e  req u i r elae n t s , or ac ce p t ab le subs t i  tu t es pr op os ed 
by th e cont r ac t o r , sho u l d be inc lu de d in al l c o n t r a c t s . 
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S t a nda rd ins u r a nce and ri s k  manage me n t  req u i reme n t s  s ho u l d  p r ov i de the 
b road e s t  p r o t e c t ion pos s i b le f o r  the lo ca l  gove rnme n t  and , at the same 
t ime ,  trans f e r  as mu ch exp os u r e  as pos s i b le to the co nt rac t o r  or vend o r . 
The c o n t ra c t  i t s e l f  s h o u l d  i n c lude s uch p rov i s ions as " ho l d  harml e s s "  
c la u s es , r e q u i  reme n t s  t h a t  the c o n t r a c t o r  o r  ve nd o r  ma i nt a i n adequa t e  
ins u r a nce , a nd , whe re ap p l i c a b le , s ho u l d req ui re t h e  cont rac t o r  to s u bmi t 
p e rf o rmance , l a b o r , and ma t e r i al s  bonds . A l l  o r i g i nal co nt rac t s  sho u l d  be 
ma i n t a i ned by the l o c a l  gove rnme nt in a conve n i e nt , f i r e p r o o f  de p os i t o ry 
w i t h  cop i e s  re leas ed f o r  u s e  by de p a r t me n t s .  
A l l  con t r ac t s  a n d  a l l  s u p p o r t  i ng do cument s sho u ld be rev i ewed by th e 
r i s k manage r p r i o r  t o  s u bmi t t a l  t o  the go v e r n i ng bod y  f o r  ap p r ova l to 
e ns u r e  tha t the cont rac t o r  has comp l i e d wi t h a l l ins ura nce and r i sk manage­
men t re q u i r eme n t s . Th e r i s k  Qana ge r should s igni f y hi s rev i ew and ap p r oval 
in wri t ing o n  the s i gna t u r e  page of the cont r ac t . Al l con t r ac t s  shou l d  
a ls o  b e  r ev i ewed a nd ap p r oved f o r f o r m  and l e ga l i t y  by the l o ca l  
gove r nme n t ' s  lega l cou ns e l , wh o s e  s i gna t u re sho u l d  ap p e a r  on the s igna tu r e  
p age o f  t h e  c o n t  r ac t . ( Th e  Ta b l e of Con t e n t s of a sam p l e  bid pa ckage i s  
i nc l u de d  in App e nd i x  C . )  
d .  Ac c i de n t  Rep o r t s . Eve ry lo ca l gov e rnme nt sho u ld de ve l o p  a 
c omp le t e  s e t  of a c c i d e n t  and in j u r y re p o r t  f o rns ap p r o p r i a t e t o  s p ec i f i c 
t ypes of i nc i d e n t s , i. . e . , emp loyee i n j u r y , au t o  ac c i d e n t , in j u ry to the 
p u b l i c ,  a nd ot he r s .  Wi t h o u t  a f o r m  req ues t i ng ap p ro p r i a t e  i nf o rma t i o n , 
imp o r t ant i t ems re q u i red f o r  a tho r ough ac c ident or i n j u ry inves t iga t io n  
may b e  o v e r l o oked . F o rms sho u ld be pla c e d  in eve r y  veh i c l e  and ma de 
a va i l a ble to al l s up e rv i s o rs a nd emp lo y e e s . F u r t h e rmo r e , a l l  pe r s onnel 
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s hou ld be t ra i ned in the i r use and urged to comp le t e  the forms and se cur e  
a s  much inf o rmat ion as pos s i b le wh i le a t  t h e  s i t e  of an ac ci de n t or inj ur y .  
Al l a c c ident s invo lv i ng pr ope r t y  damage , pe r s onal injury or de a t h  mus t  
be repo r t e d immed i a t e l y . P r ompt re p o r t ing of an ac c i de nt wi l l  he l p  to 
e ns u re the fu l le s t p r o t e c t i on t o  the lo ca l  gove r nw.e nt by permi t t ing a cla im 
i nve s t iga t ion \m i le al l the fa c t s  surr ound i ng the in ci de n t are f r e s h  in the 
minds of thos e  invo lved . Acc i d e n t  rep o r t s are al s o  " mp o r t a nt in de t e r-
m i n i ng whe the r the lo ca l gove rnUle n t  is at fau l t and i n  de t e rmi n i ng co r re c­
t i ve mea s u re s  ap p rop r i a t e f o r  preve l t i o n  of f ut u re occu r r ence s . 
e .  Prope r ty Lo s s  Rep o r t s .  Rega rd le s s  of the s i z e  or type of los s 
t o  re a l or pe rs onal prope r t y , the los s mu s t  be rep o r t ed as so on as i t is 
d i s covered . Eve n f o r  a lo s s  tha t is wi t h i n  the i ns ura nce de duct i b le or 
t hat wi l l  be cove red ou t of a de p a rtme ntal bu dge t , los s inf o rma t i on rena ins 
impo r t ant fo r ana l y t i c a l  purpos e s . If the lo ca l gove rnment has es t ab l i shed 
a f u l l  s e l f - i n s urance p r og ram or a funded ret ,=nt i o n  le ve l , l os s  i nf o ITla t io n  
i s  ne ce s s a ry t o  j u s t i f y paYr.len t f r om the res e rve fund , o r  if the los s 
ex ce e d s  t h e  re t en t i o n le ve l ,  to f o rwa rd the cla im to the ins ur a nce ca r r i e r . 
Lo s s  inf o rwa t i o n  i. al so itlpo r t ant in se t t ing f ut u r e i ns ura nce li m i t s and 
s el f - i ns ur a nce fund req ui rement s and in de t e rm i ni ng areas in �lh i ch s a f e t y 
and l o s s pr eve n t i on ef f o rt s are req ui r e d . F o r  al l of the s e  r eas ons , a 
s t anda rd p rope r t y  l o s s  re p o rt fo rm shou ld be p r o p e rly exe cu t ed and f o r ­
wa rded t o  the r i s k  ma nage r wheneve r a lo s s  occu rs . 
f • Po l i c e Re p o r t s . The po l i c e  or she r i f f  I s de p a rt me n t should 
f o nJard cop i es of al l veh ic u la r ac c i den t rep o r t s  invo lv i ng veh i c le s  oW'ned 
by t he local gove rnme n t  to the r i s k  ma n a ge r .  The s e  rep o r t s wi l l  sup p l e me nt 
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rep o r t s  f i led b y  veh ic le op e ra t o r s . Re p o r t s of ac ci de nt s no t invo lvi ng 
veh i c le s  owned by the loca l gove rnme nt sho u ld a l s o  be forwarded to the ri s k  
manage r whe ne ver t h e  lo ca l  go ve rnme n t ap p e a rs even ce r.lO t e l y  re s p ons i b le fo r 
t h e ac c i d e nt . Fo r exam p le , i f  a ve h i c u la r ac c i de n t  o c cu rs as a re s u l t  of a 
f au l t y  t r a f f ic s i gnal or a da nge r ou s s t re e t co nd i t io n ,  the lo ca l go ve rn nen t 
may be c ome le ga lly li a b le . 
t he ris k �an age r . 
Hence , a p o l i ce rep o r t  sho u l d  be fo r wa rded t o  
2 .  Va l u e s  a nd Inven t o r i e s . An ef f e c t i vf..! r i sk ma nageme n t  p r og r a m  
r eq ui r e s  t h e  de ve l o pme n t of cOlJp le t e  and up- t o-d a t e inve n t o r i e s of t he 
p rope rt i e s  owned by a lo cal gove rnme n t  and the i r  va lues . Thes e inv e n t o r i e s 
i nvo lve seve ral it ems tha t mu s t  be rep o r t e d  to the r i s k.  ll1a na ge r in o rde r to 
k e e p  the p r o g r a m  cu r re n t  A.nd to al low i t  to f u n c t  io n e f  f e c t  i v e l y . 
i nc lude a t  le as t the f o l l ow i n g : 
Th es e 
a . Prope r t y Inve n t o ry . A comp le t e  and ac c u ra t e  inve nto r y  of al l 
r e a l  and pe rs o n a l  p r op e r t y  should be de ve l o p ed a t  the beg i n n i ng of a r i s k  
ma na g e me n t  p rog ram . Cr i t i c a l  de t ail s such as des c r i p t io n  of p r o p e rt y , 
l o ca t i on , age , cond i t ion , IJur chas e c o s t , es t il:ta t ed cu r r e n t  va lu e , wh e t h e r  
owne d , lea s ed o r  re n t ed , and res p ons i ble de p a r t me n t iUU S t be prov ided . This 
l i s t  mu s t  be re g u la r l y up da t ed .  
b .  Pro p e r t y  Va lue s . Change s in pr o p e r t y va l ues ou s t  be rep o r t ed 
i n  o rd e r to ke e p  t i l e  ,-Oll1 l iHl n i  L y ' s  i ns l l L l n c e p r O S� L� 111 ' l l t- re n t . 
a s  l l lf' a c q u i s i t i. o n  o f  I l e w  f : l e i l t L i es , aci d i. L i o l l s  Lo bu i l d i ngs , (leVJ cons t r ll c -
t i on , t i le sa l e  o r  L ) s s  o f  l) r o p e r t y ,  and a n y  �1 \ C l ng e s  i n  ap p ra i s e d  va lues 
a l s o  mu s t  be re p o r t ed . 
Th e ri s k  manage r s h o u l d  be invo lved i n  the p la nn i ng proce s s  fo r ne\� 
c ons t r u c t ion , recons t ruc t ion , r e nova t i on ,  and ad d i t i o ns in o rd e r to mak e 
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r e c omme nda t ions re ga rd i ng wa ys to red u c e  the r i s k  of lo s s  and to lower the 
c os t of ins urance . As s i s ta nce ca n be obta ineci in mi nimi z i ng p r op ert y 
i ns u rance cos t s  by su bmi t t ing bu i ld ing p la ns f o r  rev i ew to the s t a t e  
I n s u r a n ce Se rv i c e s Of f i c e  ( I SO )  lJ h i eh es t a b l i she s bas i c  pr op e r t y  ins u r a n ce 
r at es . Many t ime . mi n o r ch a nge s in bu i ld ing co ns t ru c t i on wi l l  s ign i f i-
cant l y  reduce i n s u r ance ra t es . 
c .  Equ ipment and Veh i c l e s .  A cO rJ p le t e a nd ac cur a t e  li s t  of al l 
eq u iplile n t and ve h i c le s sho u l d  be de ve l o p e d , main ta i ned , and regu la r l y up-
d a t e d . Dep ending upon the p r ovi s i o ns of the commun i ty ' s  ins urance 
c on t r a c t , imme d i a t e  no t i c e  to the ins u r e r *  of the acq ui s i t ion of any ne� or 
a dd i t iona l  veh i c l e s  or eq uipment ma y  be req uir e d . P r om p t rep o rt ing is 
e s p ec ia l l y imp o r t a nt in ca s e s  in wh i ch th e va lue of new i t ems exceeds that 
of p r e v i ou s  eq u i pme nt . S imi la r l y ,  whe ne ve r veh i c  le s or eq ui pmen t are 
d i s  p o s e d  of or reach a va lu e to o  lm'l to wa r ra n t  ins u ran ce , pr om p t  not i f  ica-
t i o n  to remove them f r oll  the cove rage wi l l  lowe r ins urance cos t s . 
d . Lea s e s . l1any gove rnme nt a l  un i t s  f i nd le as ing an a t t rac t ive 
a l t e rna t i ve to the pu r cha se of p r o p e r t y  a nd eq uiprJe n t . The r i sk LOanage r 
mu s t  be awar e of al l le ase ag r e eme nt s , in c lud i ng an ac t ua l  revi ew of the 
l ea s e  do cume nt s .  Pr e f e ra b l y , p r o p o s e d  le a s e s  s hou ld be rev i ewed du r i ng the 
nego t i a t i o n  s t ages . In revi ew ing s llch le a s es , the ri sk na nag e r  s ho u ld 
wa t ch f o r  a ny p r o v i �  i ons th.a t imp o s e  r i s ks on the lo ca l  gove r mllent . The 
l e a s  t ng p r O Ct:.� S :5 si t n l d be t r e a t ed ;1: .. ne a r l y  l i k e  the co n t ra c t i ng p r o ce s s  as 
* No rual ly , the t (� rm i ns u re r  me a n s  the ins ura nce com pa ny J ins uror is the 
p r od u ce r age n c y , and the i ns u red is the buye r .  
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p os s ib le , in c lud ing the us e of ins u ra nce and r i sk manag eme nt req u i reme n t s 
and re v .iews o f  le a s e docume n t s by the r i sk manage r and le ga l couns e l .  
3 .  C la ims and Recove r ie s . Hand l ing cIa ims aga ins t the loca l gov e r n-
men t and the f i l ing of c la ims fo r the rec o v e r y  of lo s se s  f r om th ird pa r t ie s 
c o ns t i tu t e  tw o impo r t a n t �leme n t s  of a r i sk manageme n t  pr ogram . 
a .  C la ims F ile . C e r t a in ba s ic e l e me n t s  ar e commo n to a l l  cla im s . 
F ir s t , a c la im f i le sho u ld be e s t ab l ishe d fo r al l c la ims , inc lud ing tho se 
t ha t may be cove r ed by ins ur a n ce . S e c o nd , r e g ar d le s s of whe the r ins u r ance 
i s  in volve d ,  al l c l a ims mu s t be mon i tor ed to ens u r e  tha t the y ar e hand led 
in the be s t  in te r es t s of the lo ca l gove rnme n t .  As a d ir ec t rela t ionship 
ex i s  t s  be twee n c Ia im s e x p e  r ie nce and the ra tes cha rge d by the in s u r a nce 
car r ie r ,  c omp l e te re l iance up o n  the lo s s  expe r ie nce f i le s  and rep o r t s  o f  
ins u r ance compa n i e s  i s  gene r a l ly no t adeq ua t e . 
r e por t s  and f i le s , thus , ar e de s ir able . 
Loca l ly de ve loped cIa ims 
A c la im f i le may be in i t ia ted in se ve r a l ways . Many t ime s the f ir s t 
r e p o r t  o f  an ac c ide n t  is rece ived v ia a te l e p hone ca l l  f r om the in j ur e d 
p a r ty . The in i t i.a t io n  o f  the f i le may a l s o  re s u l t f r o P.1  a rep o r t f r om a 
de p a r t men t ,  a co py of a po l ice ac c iden t repor t ,  or by �yo r d  of mo u t h .  
T h e  r i sk manage r  sho u l d  en s ur e  tha t cla ims a r e  rep o r ted imme d ia t e l y .  
W i th the pa s s age of t ime , relevan t fa c t s be c ome c l oude d o r  wi tne s se s  d is-
a ppear . P r omp t re p o r  t ing and fnv e s t iga t io n wil l he l p  to as c er t a in fa c t s  
e s s e n t ia l  to an e f fe c t i ve de f e ns e  aga ins t cla im s made by th ir d pa r t ies or 
f o r  the f i l  iug of a c la im by the go ver nme n t a l  un i t  aga ins t a th ir d par t y . 
S ince no two r i sk ma n a g e me n t  p r og rams in lo c a l gove r nme n t s  a r e  the 
s a me , c l a im s  p r oce d u re s  w i l l .. � l s o  va r y . Re l iance on se l f - in s ur a n ce , f o r  
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e xamp le , ins tead o f  c omme r c ia l ins u r a nce w i l l mo d i f y c la ims p r oce d u r � t{ . 
Reg a r d le s s of the r i sk manageme n t  pr og r am ,  howe ve r , al l cla ims Hho u l d  be 
ana ly z e d  ca re f ul ly by the r i sk manag e r . (A su gge s ted cla ims pr oce dure is 
graph ical ly d i s p layed in F igure I I  on page 4 2 . ) 
b .  Au tomob ile C la im Ana lys is . A l l  automo b i l e  ac c ide n t s  sho u ld be 
inv e s t iga te d  ind e p e nde n t ly by the r i sk ma nage r . He or she may use the 
a cc ident forms subm i t  ted by emp loyees as we l l  as pol ice rep o r t s ,  but the 
r isk manager mus t unde r t ak e  h i s  or he r own inve s t iga t ion- - if fo r no othe r  
r ea s on than to sa t is Ey the lo ca l governme n t of the ac c ur acy of the othe r 
r e p o r t s . Wheneve r an inves t ig a t io n revea l s  inf o rm a t io n  a t  va r iance w i th 
o the r re por t s , the r i sk manag e r  sho u ld end eavor to re s o lve the d i f f e re nce s 
a nd sho u l d  al s o  ins t i t u t e  ap pr o p r ia te f o l l ow-up ac t io n .  
The r i sk manag e r  shou ld re gula r ly analyz e the loca l gover nmen t ' s  au to­
mob ile acc ide n t  exp e r ie nce and make r e c ommenda t ions to the de p a r tmen t s  
invo lv� d and to the ch ie f adm in is tra t ive o f f icer  for co rrec t ive ac t io n . 
T he r isk ma nage r sho u ld al s o  ana l yz e  eve ry au t o mob i l e  cla im f i l e d  aga in s t 
the lo ca l  gove rnmen t .  U s ing the commun i ty ' s  r i sk management po l ic y and 
a p p r o p r  ia te pr o c e d ure s as guide , he or she sho u ld ac cep t )  in pa r t  or in 
f ul l ,  or deny each c la im and , whe r e  ap p l icab le , proce ed aga in s t th ir d 
p ar t ie s  for r e c ove r ies . 
c .  N o n-Au tomo b i le C la im Ana lys iS . W i t h in the pas t tw en t y ye a r s  or 
s o ,  Amer icans have be c o me inc r eas ing ly awar e  of the i r  leg a l  r igh t s  in re l a-
t io n  to gove rnmen t a t  al l leve l s . A s  a na t io n ,  Amer icans al s o  are mo r e  
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t ha t go ve r n me nt s  have his t o r i ca l l y en j o y e d . The s i z ea b l e in c r e a s e  in the 
numbe r of daclage cla i ms and la ws u i t s  aga i n s t lo ca l go ve r nme n t s , the re f o r e , 
i s  no t su r p ri s i ng .  
Af t e r  a da ma ge c la im ha s be en ma de Clga i ns t  the l o ca l  go ve rnment , the 
r i s k  mana ge r shou l d  i n ves t i ga t e . An ana l y s  L s  ma.y r e v e a l  whe t h e r  the l o ca l  
g ove rnme n t  o r  i t s  of f i c e rs o r  e mp l o y e e s  we re re s p o ns i b le fo r t h e al leged 
damage or lo s s . It ma y  al s o  ind i ca t e  co r r e c t  ive me as u r e s  tha t cou l d  be 
i ns t ruue nt a l in e l imina t ing f u t u re cla ims of the same typ e . An-Je d wi th the 
r e s u l t s  o f  the i nve s t iga t i on ,  the r i s k  ma nage r in co n ce r t  wi th le ga l coun­
s e l  and t o p  ma nageme n t  shou ld ma ke a de t e nu ina t i o n  o f  t h e  va l i d i t y of t he 
c la im and ma k e  re c o mme nda t i o ns \./he t h e r to ac c e p t or Je ny i t . 
d .  Re cove r y  Pol i c y . The a u t h o r s  s t r o ng l y re c omf.1e nd tha t lo ca l 
g ove rnme n t s ado p t  a po l i c y  rega rd i ng re c ove r i e s f r om pa r t i e s  who da ma ge 
g o ve r nlle n t a l  p r op e rt y or ca u s e  o t he r l o s s e s . Th i s  po l i c y  sho u ld be pa rt of 
a f o rma l ri s k  ma na gement prog r am and s hould be of f i c i a l l y ad op t ed by the 
e le c t ed gove rn i ng bod y . O t h e rwis e ,  r e c o v e r i es may no t be p u r s ue d  
v i g o r ous l y , o r  they 111ay be corle a po l i t i ca l  is s ue . F o r  exanp l e , a n  ad ve r s e  
p a r t y  may be a f r i e nd ,  re la t ive , or p o l i t i c a l  suppo r t e r  of  a gove rnment al, 
o f f i c i a l  or , as oc cu r re d  in one Tenne s se e  ci t y , a lo ca l  el e c t ed of f i c i a l 
may be f o u nd a t  fa u l t  in an ac c i d e n t  wi th a ci t y-owned ve h ic le . In such 
c a s e , an ad o p t e d  po l i c y , eq ua l l y  ap p l i ed to a l l  pe rs o ns , ca n f a c i l i t at e 
re co ve r i e s wi t h  rni n i mull. of di f f i c u l t y . 
e .  G o vc r n llle n t <-l i  bod i es los e  s i z ea b le s ums 
o f  In( r 1l� y  eac h  yC� l r by fa i L i ng to p r ) ce -'d ag;l L ns t i nd i v i d ua l s  who da mag e  
g o ve rnoe n t a l  p r o p e r t y  a n d  b y  fa i l i ng t o  re c o v e r ot he r ex p e ns e s  re l a t ed to 
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such inc i dent s .  Al t hough many examp les of f a i lure to p r o ceed wi th 
re cove r i e s  mi gh t  be ci t ed , one invo lve s an acc ident be t ween an owned 
veh i c le and p r iva t e  pa r t y  wh ich is ref e r r ed to the ins u rance ca r r i e r . If 
the ca rr i e r  de t e rmines fau l t  to be wi th the othe r  pa r t y ,  the ca r r i e r  may 
c lo s e  its f i le s  wi thou t no t i f y ing the ri sk manager of its find i ng s . In 
t h i s ca s e ,  the risk ma nage r cannot p r o ce ed aga i ns t  the pa rt y at fau lt . 
A proce d u re should be es t abli shed to de t e rmine fau l t  as quickly as 
p o s s ible . Once a th ird pa r t y  is de t e rmi ned to ha ve be e n  at fau lt , s t ep s  
shou ld be taken t o  recove r f rom the th i rd pa rt y o r  his i.ns u r ance ca r r i e r . 
Thi s co n ce p t  ap p l i e s  no t onl y  to veh icula r ac cid en t s bu t al s o  to othe r 
p ro p e r t y  los se s inc lud i ng such th ing s as damage to bu i ldi ng s , s igns , and 
t raf f i c co nt r o l  dev i ces . 
A pro ced u re sho uld be es t abl i shed so that the ins urance ca r r i e r  wi l l  
r e f  e r  al l c I a  ims , p a i d  or de n i ed , t o  the r i sk manag e r . A s imp le clos ing 
f orm can be deve l o p ed f o r  th i s  pur p o s e .  If the ca r r i e r  de n i e s  a cla im ,  he 
would au t oma t i ca l ly co mp le t e the fo rm and re t u rn it to the risk ma nage r  who 
wou ld the n p roceed to rec ove r damages f r om the th i rd pa r t y . 
A f i le shou ld be c rea t ed on each ac c i dent , eve n  though i t  may be 
r e f e r red to the ins ure r . By ut i l i z ing a cla im s t a tu s  f o rm c rea ted 
e xpr e s s ly f o r  thi s  purp ose , the ins u re r wou ld not i f y  the ri sk manager of 
the di s po s i t io n  of each cla im . 
t rigge r the re c o ve r y  pro ce s s . 
When a cla im is de n i ed , de n i a l wou ld 
By vigo rous ly pu rs uing re c overy , Nas hvi l le , Tenne s s e e , has been able to 
r e cove r s e ve r a l  hund red thou s a nd do l la r s in recent years . Re cove r i e s  in 
t ha t  ci ty p r i o r t o  and s i nce the ado p t io n  of a recove ry po l i cy in 1 9 7 8 a r e  
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s hown be l ow . Cle a r ly wha t  has occu rred s ince ad op t io n  of the po l i cy 
p rovide s evidence of the va lue of re cover y  programs .. 
Year 
1 9 7 6 
1 9 7 7  
Recovery 
19 7 8  
1 9 7 9  
1 9 80 
19 8 1  
Rec ove r i e s  
$ 16 , 9 40 
15 , 1 88 
P o l i cy Ad o p t ed 
1 44 , 8 8 7  
1 3 2 , 9 0 4  
1 1 2 , 8 59 
1 2 1 , 7 7 2  
f . Re cove r y  Proces s .  A sugg es t ed recovery pr oce s s  wou ld inclu de 
the f o l l owi ng s t e p s : 
( i ) Crea t e  a f i l e  on each ac c i d en t , eve n thou gh s ome ac c i ­
d ent s ma y  be re p o r t ed to the ins ura nce ca r r i e r . 
( i i )  As soon as a th i rd part y is de t e rmined to be at fau lt , 
con t a c t  the par t y by t e lephone or by le t t e r . 
( i i i )  If the f i r s t  co nt ac t p r oduces no re s p o ns e  by a given 
da t e ,  a se cond cont a c t sho u ld be made . Th i s  cont ac t shou ld be made by 
c e r t i f ied or re g i s t e red le t t e r .  
( lv ) I f  the pa rt y _is insured , proce ed wi t h  the co l lec t ion 
p ro ce s s  wi th the ins ura nce company . 
(v ) If the pa r t y is no t ins u red , pr o ce ed wi t h  the co l l e c t ion 
a ga i ns t the pa r t y  for the full amou nt of the da ma ges . 
( v i ) If the pa r t y is no t ins ured and is unable to pay the 
f ul l  amoun t of damage s ,  se c u re a s igned I ns t a l lment P aymen t Not e and 
e xe cu t e  a Cond i t ional Re l e a s e . ( Unde r no ci r cums ta nces should a 
Gene ra l Release be s i gned unt i l  the ent i re sum i s  pai d . ) 
( v i i ) f the pa rt y re f u s e s  t o  s ig n  a no t e ,  not i f y the 
F i na n c i a l  Res p o ns ibi l i t y  Di v i s io n  of the T e nne s s e e  D e p a r t me n t  of Saf e t y  
of t h e  pa rt y ' s re f u s a l  to mak e  res t i tut io n .  ( Of t en t h e  me re threat to 
n ot i f y  t he F i na nc i a l Re s p o ns i bi l i t y Divi s io n wi l l pre c i p i t a t e payme n t 
a s  the p a r t y i s  faced wi th the pos s i b le 10s 8 of h i s  op e ra t o r ' s 
l i cens e . )  
( v i i i )  If the sum i s  s iz eab le enough or if the re i s a 
d e f au l t  on the Ins t a l lme nt P a yment Not e ,  ins t i tu t e  legal act ion . When 
a suit  is br ough t on th e ba s i s  of the not e ,  prov i ng neg l i gence i s  not 
n e ce s s a ry as the pa r t y  has a l r eady ac ce p t ed res p ons ibi l i ty . Ins t ead 
the lo ca l gove rnme n t  mus t only show tha t the re has be e n  a de fault on a 
s igned no t e . Th i s  pe rm i t s  rece i v ing a judgmen t  wi th re la t i ve l y li t t le 
e f f o r t . 
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A r e l a t ive l y  s t ra i gh t f o r wa rd and adfli n i s t ra t i ve l y  s imp le rec ove ry pro­
c e s s s u ch as th i s  wi l l  ena b l e  a lo ca l gove rnme nt to re c ove r subs t a n t ial 
d o l la r  va lues f r o� lo s s e s  ca u s ed by th i rd pa r t i e s . ( See F igure I l I on pa ge 
47 f o r  a gr a p h i c  re p re s e n t a t io n of the re c ov e r y  proce s s . )  S ugge s t ed f o rms 
t o  f a c i l i t a t e  th e s e  s t e p s are include d in Ap pend ix B . 
4 .  Fol l ow-Thr ough . Imp l i c i t in eve ryth ing in th is se ct i o n  of the 
Hand b o ok is the no t ion tha t sound pr o c ed ures are es s en t i al to the ef f e ct ive 
o p e r a t i on of a r i s k  ma nage me nt program . Furt he rmo r e ,  exam p le s  are p r ov i d e d  
o f  spe c i f i c  procedures as we l l  a s  f o rms tha t  ma y  be IJ.o d i f i ed f o r  u s e  by 
l o ca l  gov e rnment s . 
P r o ce d u re s , f o rms , rep o r t s ,  and inf o rma t ion f l ow ,  howeve r ,  are of 
l i t t le va lue unle s s  the i r res ult s are a t t end e d  t o  i n  a res pons i b le and 
e f f i c i ent manne r .  In ot her wo rd s ,  al though the p r o ce s s  thu s fa r ide n t i f i ed 
w i l l  produce a va r i e t y of p r oduct s f o r  a loca l  go v e r nment ( s uch as rep o rt s ,  
c omp le t e d  f o rms , ana l y s es ) ,  the s e  p r odu c t s  and the da t a  they con t a i n  mu s t 
be us ed . 
c r i t i c a l . 
He r e  i s  ano t he r  a r e a  i n  wh i c h  the jo b of the ri sk manage r is 
An examp le may be he l p f u l . Au t omo b i le ac ci de n t  rep o r t s t ha t  are 
comp le t ed by pe r s on n e l  invo lved in ac c i den t s  plus tho s e  coo.ple t e d by the 
pol i c e  de p a r t lne nt ( c o p i e s  of \vh i ch shou l d  au t oma t i ca l l y  be rou t ed to the 
r i s k mana ge r )  s how a d i s t u r b i ng t r e nd : d [(,W em p l o ye c �  a re invo lved in the 
ma jo r i t y  of ve h i c le ac c i d e n t s .  So f a r ,  the r i s k  ma nage r has wha t  may be s t 
be de s c r i bed as " i nt e r e s t i ng "  inf orIaa t i o n . The nex t s t ep is to " d o  
s ome th ing " with the inf o r ma t i o n . In t h i s  ca se , the risk I!lanage r  de c i d e s  
t h a t  f u r t he r a na l y s i s  i s  r eq u i r e d . He de c i d e s  to rev iew the p e r s o nnel 
T o  in s u r a nc 
c ompany or 
t o  se l f  
ins u r ance 
F igure I I I 
RECOVERY PROCEDURE : CLAIMS AGA I N S T  OTHERS 
If cla im i s  
a ga ins t the 
l o cal 
gove rnment 
--
I f  ca rr i e r  de t e rmi nes 
t ha t  fau l t  is wi th 
adv e rs e  pa rt y , 
I f  adve r s e  pa rt y 
is ins ured 
Rep o r t  or no t ic e  
of c la im rece ived 
I 
Crea t e  f i l e  
I 
Inve s t i gat e and 
d e t e rmine f aul t 
I f  faul t  i s  
w i t h  adver s e  pa r t y  
F i rs t cont ac t 
( W i t h  ind i vidual o r  
h i s  i n s ur e r ) 
P ro ceed w i t h  
i ns urance 
c omp any �" 
__ ---t 
Second cont ac t 
( i f  needed ) 
� __________ ___ � .. __ I f adve r s e  pa r t y  
i s  n o t  ins ured 
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Take le ga l a c t i o n  S e cu r e  adm i s s io n  and S e cu re admi s s i o n  and 
-"'- ins t a l lment no t e  p a yment i n  f ul l  '------
I f  paJme n t in J , 
def au l t � Exe cut e cond i t i o na l  Exe c u t e  gene ral re l ea s e  , r e le a s e  I I I I Depo s i t  f u n d s  I f  au t o  c l a im , ref e r  t o  Col l e c t p a ymen t s  
D MV F inanci al Res p ons i b i l i t y  
I __ �_- Divi s ion 






re cords of the of f end i ng emp loyees to de t e rmi ne whe the r they have re ce ived 
( and when and what typ e )  any driving ins t r uct ion , and to che ck the ir 
d r iving reco rd s with the State Po lice or State Department of Mot or 
V ehi cles . Armed with thi s  addi t ional inf orma t ion the ri s k  manager is in a 
p o s i t i o n  t o : 
* addres s individual emp lo yees ' driving habi t s  in mee t ings wi th the " 
emp loyees and the i r  supervis or s , 
*make re commenda t ions to 
regard i ng requi red dr ive rs ' 
records ; 
t op management and t he gove rlung body 
t ra i ni ng and regula r reviews of dr i ving 
* recommend tha t  a po l i cy on driving and veh ic u lar ac cide nt s  be ado p t ed 
by the lo cal governi ng body . 
I nf orma t ion gained f rom sound , ef f e c t ive ly used procedu res , purs ued to 
i t s log i ca l conc lus ion--or f ol low-through--wi l _  he lp to keep the risk 
managemen t  p rog ram on t rack and funct i o n i ng in the mo s t  co s t -ef f e ct ive 
manne r _ 
D .  Summa ry . 
Th is Chap t e r  has d i s cus sed cons ide ra t ions and proce du res f o r  
e s t a b l i shing and admini s t e r i ng a loca l  gove rnment r i sk manageme nt pr ogram .  
Although local gove r nme n t s  dif f e r  i n  s i z e , comp lexit y ,  and s t r uctu re--t o 
name jus t a few d i f f e r ences --ce r t a i n  eleme nt s are eS $e nt ial for an ef f e c-
t i ve risk management p rogram . At t he mi nimum thes e inc lude : 
* a n  ho s p i t a b le envi r o llme n t  and co ope r"l t i on and s u p p o r t  wi t h i n  the local 
g o ve r nme nt � 
*a co m p e t e n t r i sk ma nage r .  
* a  f o rma l l y  adop ted ri s k  manageme nt po lic y . 
*a reas ona ble yet f lexi ble ri s k  manageme nt budge t Q 
* s ound r i s k  ma nageme nt procedure s . 
*p rograQ f o l low-th ro ugh . 
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Exam p l e s  of the type s  of pro cedu res ne ce s sa ry fo r a n  ef fe c t i ve prog ram 
i nc lude : repo rt ing fo rms f o r  al l typ e s  of los s e s ;  rep o rt i ng proced u r e s  and 
t ra i ni ng in prope r re p o r t ing f o r  al l pe rs onne l ; cur re nt inve n t o r i es of 
val ue s  f o r al l p ropert y ,  vehi c l e s , and equi pment ; s tanda rd cont ra c t 
d o cume nt s ;  and cla ims and rec o ve r i e s  po l i c i e s  and p r oce d u res . 
F i na l ly , po l i c i e s  and pro ce d u res by themse l ves wi l l be of li t t le va lue 
unl e s s the inf o rma t io n  the y produ ce res u l t s  in ac t ion be i ng taken . Such 
a c t ion is ca l le d p r og ram f ol low- t h ro ugh and is es sent i a l  to a vell­
adm i n i s t e red , cos t -e f f e c t i ve r i s k  laanagerae nt op e ra t io n . 
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C liAP TER I V  
O P E RAT I N G A R I S K  HANAG EMENT P ROG RAM 
A .  P r i n c i p le s  
The r i sk manageme n t  p ro ce s s  involves s ix s p e c i f i c  s t e p s  i n c lu d i ng 
s e t t i ng go a l s  and o b j e c t ive s , id e n t i f y i ng r i s k s , mea s ur i ng ri sk s , de t e r­
m i n i ng r i s k  manageme n t  me thod s , im p le me n t  i ng se l e c t ed me thods , and pro g r am 
r ev i ew .  The pu rpos e o f  th i s  Chap t e r  is t o  p r e s e n t a de t a i le d de s c ri p t i o n  
o f  t he p r o ce s s  in lo ca l go ve rnlne nt . Whe re ap p l i ca b le , examp l e s  wi l l  be 
p r o v i d e d to as s i s t  �le lo ca l ri s k  manage r i n  imp leme n t ing each s t e p . 
F i v e  s i mp le r r i n c i p l e s  unde r l i e  the es t a bl i s hme n t  and i m p l e me n. t a t i o n  of 
a lo ca l go ve rnl!1e n t  r i s k rna n a ge rae rl t  p r og ram . The H c  i. n c i l lde : 
1 .  Large L o s s  Pr i nc i p le . Ri sk managemen t mu s t  de a l  f i r s t wi th lo s s es  
tha t  a r e  p o t ent i a l ly th e mo s t  se r i o u s - - the on es tha t  ca n se r i ou s l y  da oage 
t h e  f i nan c i a l  in t e g r i t y of a lo ca l go ve rnnen t or i t s  ab i l i t y to p r ov i de 
s e rv i c e s . The la rge- l o s s  p r i n c i p le cont e nd s  that p r ov i s ion shou ld be ma de 
f o r la rge and se r i ous lo s s e s  f i r s t . 
ov e r l ooki ng bi g one s . 
Do no t ad dr es s sma l l  lo s s e s  wh i l e  
2 .  Un it  Lo s s  Conc e p t .  Unde r the lmi t  los s co ncep t ,  los s e s  are vi e wed 
in t o t a l , no t jus t one los s at a time . F o r  exa mp le , if a bu i l d i ng is 
d e s t royed by f i re , the imme d i a t e  lo s s  is that of pr o p e rt y va lue . The con­
s e q u e n t i a l  los s of se rv i c es tha t ei t h e r  ca n no t  be s u pp l i ed or mus t be 
s u p p l i ed in a co s t - i ne f f i c i e n t 'Way mus t  al s o  be cons id e r ed . T �1e un i t - l os s 
c o n c e p t asks the r i s k  manage r  to cons id e r  al l of t he los s e s  as s o c i a t ed wi th 
a p a r t i c u la r  ev e n t  i n c luding di r e c t , ind i r e c t , and cons eq uent i a l  l o s s e s . 
3 .  Co s t -e f f e c t ive Ana l y s i s . C o s t-e f f e c t ive ana l ys i s mus t be unde r-
t a k e n  w i. t h  e v e r y e l e l11E. l1t o f  a ri sk ma na g e me n t  p r og r am . In de c i d i ng wh e the r 
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t o  ins ure , f o r  examp le , the ri sk manage r mus t rev i ew the cos t o f  insura nce , 
wi th or without deduct ibles ; e valuate the proba bi l i ty of los s es in exces s 
of ins u rance payment s ;  de t e rmine the co s t  of re t e nt ion and fund i ng of 
r e t a ined los s es ; and cons id e r  the cos t s  and ef f e c t s  o f  los s con t r o l  
e f f or t s .  Cos t compa r i s on the n lead s t o  a de t e rmina t io n  of whe the r 
ret aining exp o s u re s  or i ns ur i ng them i s  le s s exp ens ive . The r i s k  manage r 
should choo s e  the ap p roach wi th the lowes t exp e c t ed cos t that wi l l  ach i eve 
the lo ca l gove r nme nt ' s  af t e r-the -10s s go al s . 
4 .  Avai labi l i t y  o f  In su rance .  Anothe r fac t o r  to be cons idered in the 
d evel o pme nt of a ri sk manageme nt program i s  ava il ab i l i ty of ins urance . 
Dur i ng the pa s t  two de cade s loca l gove rnme nt s  have exp e ri ence d  pe riods 
du r i ng whi ch the purch a s e  of ins uran ce has be e n  di f f i cu l t  o r  exc e s s ive l y  
cos t l y .  The d r as t ic cu t back by the ins u r a n ce indu s t ry a few ye a r s  ag o in 
mo s t  f o rms of med ical ma lp rac t ic e ins ura nce is o n e  examp le of f lu c t ua t ion 
i n  the ins u ra nc e  ma rke t . Re ga rd le s s of the marke t ,  howeve r , the ri sk 
manage r mu s t know whe ther the ins u ra nce ind u s t r y  ca n  me e t  the pa r t ic u la r  
n e e d s  o f  th e local gove r nme n t . I f  not , he o r  she mu s t  be able t o  turn to 
i ns u rance p o ols , s top- l o s s  ins urance , mas s i ve r e t e nt i on , o r  to othe r 
a l t e rna t ives to mee t  the needs of local gove rnme nt . The ri sk manag e r  may 
eve n have to p ro p o s e  s p e ci a l i z ed i ns ura nce cove rages to the i ns ura nce 
i nd u s t ry . 
5 .  Bidd in�Insu rance . In t he op i n i o n  of t he au t ho rs , the bi d d i. ng of 
i ns ura nce is a lmos t a lway s the be s t me t h od by wh i c h  to acq ui r e  i ns u rrl l\ ce 
c ove rage f o r  a lo ca l go ve r nme n t . The bi dd i ng p r o ce s s  o rd i na ri ly res u l t s in 
t he be s t  produ c t  at the lowe s t p r i c e  wi th the be s t cove rage and se r v i c e . 
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B idd ing promo t e s p r i c e  comp e t i t ion and thu s reduce s premiug cos t s . It al s o  
f o rces companies and age nt s t o  imp rove ins urance cove rages and se rvice s 
w i t h i n  a f ramewor k  of p r i ce comp e t i t ion in orde r to win a l o cal 
g overnme n t ' s  insu ra nce bus i ne s s . 
A legit imat e conce rn on the pa rt of a loca l government tha t  bi ds i t s  
i ns urance is whe t he r  the ins u rance indu s t ry wil l  res p ond and whe the r the 
local gove rnment ' s  s p e ci f ica t i o ns wil l be me t .  Some t imes only a few 
ins ur o r s  will bid" and some t imes the bi d s  wi ll not fully meet local speci-
f icatio ns . Th i s  may me an that the s p e c i  f ica t i o ns shou ld be rolOdi f l ed or 
r ew r i  t t en or tha t  the ac tual purchase wi ll  be f o r  s ligh t l y  d i E E e rent 
c ove rages than o r i g i na l ly speci f i ed . Ge ne ra lly ,  prop osed cove rage tha t  is 
d i f f e re nt f rom that requi red by the s p e c i f ica t ions should be cons id e r ed if 
the risk manage r is conv i nced tha t  it is the be s t tha t can be obt a ined and 
that i t  mee t s  local needs . 
The bi d d i ng process pe rmi t s  the r i s k  manager to ma i nt a i n a s igni f i cant 
degree of con t r o l  ove r ins urance purchas i ng a nd als o  t o  obt a i n  the mo s t  
des i r a b le ins urance cove rage and the be s t avai la ble ins uran ce se rv i c es at 
the lowes t annual premium . I t  al s o  places ins urance purchas ing on a n  eco­
nomi cally sound and ob j e c t ive ba s i s  which is unl ike ly to be inf luenced by 
p art isan or othe r cons ide rat ions . 
B .  The Risk Management Proce s s  
The s i x  step s co ns t i t ut ing the ri sk ma nageme nt proce s s can be remem­
be t:'(�d eas i ly by re f e re nce to the mne mo n i c G IMM I R ,  stand ing f o r  es tab l i shing 
Go a l s , r i s k  Id en t i f icat i on ,  r i s k  Me a s u r ement , risk ma nag eme n t  Metho ds , 
p r og r am Imp leme n t a t ion , and p r og ram Revi ew . 
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1 .  De t e rQ i n i ng Goa l s  and Ob j e c t ives . A nece s sary pr e c o nd i t ion of any 
e ndea vo r i s  tha t tho s e unde r t ak i ng it sho u l d  knmol i t s  go a l s  and ob j e c t i v e s . 
Hence , the f i r s t ac t i v i t y  in a ri sk mana ge ffie nt p r og r am is goa l s e t t i ng . 
G o a l s  an d obj e c t i ve s are the f ound a t i on upon wh ich a risk ma nagerJe n t  
p ro g raf:::t is ba s ed . The y  a re l i k e  the ru dde r of a s h ip . They ke ep the 
p r o gram on co urs e and on an ev e n  ke e l . T hu s , a p r ogram mu s t be g i n  wi th a 
d e t e nni na t ion of the ri sk ma nageme nt go a l s and obj e c t i ves fo r the lo ca l 
governme n t . 
Th e pr il:J.a ry goa l  s hould be the ab i l i t y  to ma i nt a i n a p r ede t enni ned 
l eve l of po s t - l o s s op e ra t ions fo r the go ve r n me n t al un i t .  A l o ca l un i t ' s  
r i s k  manageme n t  obj e c t ives a r e  br oade r than f i nanci a l  goa l s al o ne . The y 
e ncompa s s  such ad d i t iona l cons ide ra t i o ns as es t ab l i s h ing los s to le r a n ce s , 
maint a ining vi t a l  s e rv i c e s ,  imp r ov i ng p ub l i c rela t io ns ,  ;3. nd oi n im i z ing 
un c e r t a in t y .  Among the mo re imp o r t a n t  obj e c t ives to be ach i eved thr o u gh a 
r i s k ma nag ement p r og r am , the f o l l owing de s e rv e pa r t i c u la r at t ent i o n . 
a .  Minimi z i ng F inan c ial Lo s s e s . The mo s t  fundane nt al o bj e c t ive 
o f  a go v e r nme n t  ri sk managemen t prog ram i s  to mi nimi z e  the f i nan c i a l  imp a c t  
o f  lo s s e s . Los s ca n be d e f i ned as any redu c t i o n  or d i s appea rance o f  value 
a nd e ncom p a s s e s  the de s t r u c t ion of p r op e r t y ,  d i s ho nes ty , and t he inj ury or 
dea t h  of pe r s o n s . 
O f t e n  the g r �a t e s L be n f i t s  of a r i s l '  mall;-l g "'. lne n t  p r og r am ca n be 
o bt a i necl th r o ugh lo s s  p re ve n t  ion a nd lo s s  red u c  t i. o n  ac t iv i t  i e s  • Emp l oyee 
d i s h o n e s t y ,  p i l f e rage , he e d l e s s des t ruct i o n of p r o p e r t y , a nd i n j u ry to pe r­
s on s  a r e exaLlp le s of l o s [; e s  th a t  can be dea l t  wi t h  ef f e c t ive l y th r ou gh los s 
p reve n t ion p r ograms . Phy s i c a l  d e s t r u c t i on or d i s ap p e a ra n ce of pr op e rt y ,  
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c e s s a t ion  of service , and lo s s es to pe rs o nnel may al s o  crea t e  f ina nci a l 
l ia bi l i t i e s  tha t  ca n be covered th r o ugh ins ura nce . Regard le s s  of the 
me thod chose n  to mee t  the s e obj ec t i ves , i . e . , wh e t he r a los s preve nt ion 
p rogram or ins u rance , the " b o t t om l i ne "  renains ach i ev i ng the obj e c t ives at  
the lowes t cos t .  
b .  Est imat ing Los s  Tol e rance . Ano the r imp o r t a nt obj e c t  i ve of a 
r i s k  manageme nt  p r og ram is to de t e rm i ne the maximum los se s  tha t mi gh t be 
s us ta ined f rom va rious per i ls . Thi s  is of t e n done in conjunct ion wi th 
e s tabli shment of r i s �  r e t ent ion l imi t s . Each go ve rnme n t a l uni t  mu s t  es t i-
ma t e  th e magn i t ude of lo s s e s as s oc i a t ed wi th any pa rt icular occurrence as 
we l l as the li kel ihood o f  a los s . Vlhenever the ri sk of pot e n t  ia1 maximUhl 
l os s  sus t ai nable is es t ili a t ed to be exces s ive ( i n  lo cal gove rnme nt s this  
may �e a n any amount wh i ch loca l of f i c i a ls be l ieve i s  too h i gh--f o r  what eve r 
reas on ) , prov i s ion mus t  be made f o r  res ou rces ou t s ide the op e ra t i ona l 
budge t to me e t  such a los s .  In the ory at lea s  t ,  th is is the ap prop r i a t e  
p o i n t  to con s i d e r  ins u r an ce pr o t e c t ion . 
In some ca s e s t he raaxi mum su s t a i na b le los s  nay exceed al l conv e nt io nal 
i ns u r ance cove r a ges and the reby have a po t ent i a l ly ca t as t r ophic impac t upon 
the i nancia l we l f are of the cOIamuni ty . Ful l  covE rage for ce rt a in type s of 
c a tas tr o ph ic 10.  ses flay we l l  be imp o s s i b le ev en if such los s e s  ca n be ant i-
c ip a t e d . H i t h  ad va n ce k n o w l e d ge t h 'l t  ce rt a i n e x c e s s  lo s ses a r e  pos s i b le 
a nd ;i t le as t some. ""ha t li kel y ( i . e . ,  to rnadoes , f lo od s , hu r r i canes , ea rt h­
q uake s , civi l r i o t , et c . ) ,  howe ve r , p r ov i s i o n can be rr� de f o r the 
e s t ab li s hment of res e rve funds or for the pur chas e of ca t as t r oph ic or 
" s t op - l o s s " ins urance . ( Incident a l ly , res e rve f unds s ho u l d  be inve s t ed 
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while awai t ing payou t s ju s t  as an ins u ra nce company inves t s  exce s s  pr emiums 
unt i l  nee de d  for los s paymen t s . ) 
O f  cours e , not all los s e s  are of h igh s eve r i t y  no r are they unp red i c t -
able . Some a r e  bo th pred i c t abl e and of l ow sever i t y . For thes e los s e s , 
f unds can be s e t  as ide f o r  di re c t pa yment whe n  the y occur . F urthe rmo re , 
the commu n i t y  can re t a in thes e ri s k s . Re t en t io n ca n be use d as long as the 
f req uen cy and se ve r i t y of los s are re as onab ly ce r t a i n ,  and the commun i t y 
has the funds to pay f o r  the los s es .  If the r i s k ma nag er has co nf iden ce i n  
ava i l a ble es t imat es of ave rage f u t u r e  los s es ( f o r examp le , ba s ed upon pa s t  
exp e r i e nce ) a nd maximum su s t a i nable lo s s e s ,  a va r i e t y  of res ou r ce s ca n be 
used to me e t  them . I f , howeve r , no reas onable ba s i s  exi s t s  f o r  de t e rmini ng 
in ad vance the s e ve r i t y  or f re q ue nc y of exp e c t ed lo s se s ,  re t e nt ion may no t 
be a pr ac t i ca l  al t e rna t ive , and t r a ns f e r i ng the ri s k  to an ins u ra n ce 
ca r r i e r may be the onl y  saf e op t io n . 
c . Ma int a ining V i t a l  S e rvi ce s . The p r ov i s i o n  of pub l i c se r v i ces 
is the pr i ma r y re as on f o r  the ex i s t ence o f  lo ca l gove rnme nt . Cons eq uent ly , 
s ound r i s k  ma nagemen t imp l i e s  the es t ab l i s . me n t  of mi n imum le ve l s  of pu blic 
s e r vi c e s  �-lhich mu s t be I"aa i n t a ined at al l t imes r ega rd l e s s of wha t  ma y  
o c cu r .  
Any ce s s a t io n of se r vi c e ca n be co s t ly to the lo ca l go ve r nment . If a 
s e rvi c e  " o u t age " occu r s , p r e pa ra t io n should be mad e  t o  ke ep i t s  neg a t ive 
e f f e c t s  to an abs o lu t e  minimum . Th i s  ma y req u i r e  es t ab l i s h ing a ba ck-up 
c ap a bi l i t y in the eve nt of lo s s of p r i ma r y  se r v i c e , j us t  as ho s p i t al s p r o­
v i d e  auxi l ia ry el e c t r i c a l  ge ne ra t o r s in the eve nt of powe r fa i l u r e s , or the 
p u r chase of " e x t ra ex: p e ns e " i ns u ra nce . Tn a ny ca s e , the o b j e c t ives of 
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a risk manageme n t  prog rar.1 mu s t  dea l  wi th the que s t i on of wh ich serv ices are 
vi t d l and ho w they ca n be lna i n t a i ned when los s es of va ri ous types occur . 
d .  Avoid ing Publ i c Cr i t i c i sm . Avo i da nce of publ i c  cri t ic i s m 
wou ld ::tp p e a r  to be a reas ona ble <lnd leg i  t ima t e  obj ect  i ve of governme nt a l  
ma n�lgeme n t . Thu S , ;} r i s k  ma nage rne n t  po l i  y sho u ld he es tabli shed Clnd Clc t i­
v i t i es unde r t a ken i n  sl ich a wa y as to avo id  ad ve rs e pub l i c  reac t i o n  and 
c r i t ic i s m .  Loca l of f i c ials  and r i s k  ma nage rs should pay spe c i al at t e n t ion 
to such seem.i ngly mund a ne i t ems as prov i d i ng es s e nt ial se rvices in a cos t 
e f f e c t ive fa s h ion , ope ra t i ng wi th in the budge t , ant icip a t i ng ca tas t r ophe s  
t ha t  migh t d i s ru p t  go ve r nL.'le n t a l  fun c t i o ns , cont r o l l i ng l os s e s , and 
g e ne ra l l y fa c i li t a t  ing the ef f i c i e nt ope ra t ion of the loca l  go ve rn ile nt . 
Risk managemen t  can he lp fur the r  each of the s e  obj ect ives . 
e .  Min imi z� Unce r t ain t y . The obj ec t ive of minimi z i ng un ce r-
t a i n t y  r e f e rs to R n t ic i p a t io n  a nd p r e p a ra t  i on . The conce p t  o f  n o  
s u r p r i s e s " i s  fu nci<HJe n t a l  to go o d  r i s k ma nag eme n t . The r i s k  ma nag e r sho u l d  
a n t i c i p a t e  lo s s e s  tha t a r e  l i ke l y  to occu r  a nd t ake ac t ion to cont rol t hem 
o r  t o  reduce the i r  ef f e c t s  and cos t s . 
2 .  Ri s k  Iden t i f i c a t ion . Once a lo ca l  go ve r nme n t  h a s  se t i t s  ri s k  
man a g e me n t  go a l s and obj e c t i ve s - - t h a t is , once i t  has de t e rm ined whe r e  i t  
wan t s  t o  be af t e r  the los s --the next s t e p in the p r o ce s s is to iden t i f y  al l 
r i sks face d by the loca l  \ ln i t . 
Three ma j o r  ex p o s u re s  a re f a c ed hy al l loca l gover Iment s--p r op e r ty ,  
1 i oR  h i  1 i. t y anrl pc [ s on ne l . Seve ra l sO \ l r ce �  of  i ll f orma t io n  a re ava · la b le to 
i d e l l t l f y s p t2 c i f i c:  l- i s k s I n  E';l c h  :l r � ; I . The � ; o u r c e s  l i s t ed in the fo l l ow i ng 
p a ') (� s  p r o v i d e  <.l log l c ;-l l p L1 C (� f o r In 'a l ��o vc n l l :ll' l l t s  to he g i n  the r i s k  id e n­
t i f i ca t io n p r o c e s S . 
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a. Doc ume n t s . Wri t t e n  inf o rma t io n a va i la b le in s u ch do c u me n t s as 
ch a r t e r s , s t a t u tes , o rd i na n ce . , by- law s , court and ag e n c y  ru l i ng s , int e r nal 
o p e ra t i ng pro ce d u re s , cont rac t s , and int e r-age n cy and mu tu al aid ag reement s 
w i l l  be us e f u l . Howe ve r ,  many of the s e  do cume n t s  \Ili l l  not ad d r e s s  ri sk 
mana g e me n t  and wi l l p r o v i d e  li t t Ie or no p ro t e c t i o n  f o r  the lo ca l gove r n­
ment in cas e  a lo s s  o c cu r s . 
F or examp le , a mutual a i d  ag r e eme n t be tween two or rao r e  conmuni t i es 
shou ld spec i f y  what wi l l hap p e n if a li abi li ty cla im ari s es be ca u s e  of an 
i n j u r y  t o  a thi rd part y ca u s ed by pe rs onnel and equ i p ment go i ng f r om one 
c ommuni t y  to the ai d of ano t he r .  S i mi la r ly , ref e re nce shou ld be made to 
the que s  t i o n  o f  au t h o r i  t y : who Is res p ons i b le f o r  di rec t i ng ac t iv i t ies 
d u r i ng a mut u a l  ai d int e rve nt ion and unde r who s e  au th o r i t y  ca n mut u a l  a i d  
b e  invoked ? Rev i ew s  of ac t ua l  agreeme n t s  of t en reveal that such is sues 
s e l dom are add r e s s e d . 
P r o b le ms of th i s  s o r t  lNh i ch are p r e s e n t  in any co o p e r a t ive a r r a ng e111e n t  
of t e n ca n be ha nd l ed through us e of a " h o l d  ha rmle s s "  ag r eeme nt . A ho l d  
harml e s s  agr e ement in ef f e c t  say s  tha t i f  Ip sw i ch comes t o  P odunk ' s aid , 
then P odu nk agrees to ho d I p swich ha rmle s s  f o r  any los s e s  Ip sw i ch ma y 
sus t a i n  be cau s e  o f  the co o p e ra t ive ge s tu r e . Of cou r s e , the ho ld ha rml e s s  
agreeme n t  works bo th ways : I p s w i ch wi 1 1  ho l d  Podu nk ha nnl e s s  if Po dunk 
s h o u l d  prov i d e  a I d  to I p sw i c h . 
R e f e re nce a l s o  should b - ma de ' n  s u ch ag r e e me n t s to res p ons i b i l i ty f o r  
p r o p e r t y  lo s G a n.d i n j u  ry La pe r s o n n e. l • I f , fo r example , Yah o o  se nd s  i t s  
$ 1 0 0 , 000 p ump e r t o  d i d  Ea s t  B u l l f r og a nd a co l lap s i ng bui l d i ng wa l l  
d e s t r oy s  t he p u mp e r a nd i n j u re s  one o r  mo r e  f i r ef igh t e rs , Ea s t Bu l lf rog 
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s h on lo be rc ady t o  aS 1-; l l me h · s  l i a b i li ty . The ,'lg r Q emc nt s l io l l l d  spe a k t o  
t he ques t ion o f  res p ons i bi l i t y  f o r  al l s uch los ses . 
O f t e n a re vi ew of lo ca l gove rnme n t  do cume nt s wi l l  uncover ot he r un ex-
p e c t ed ri sks . F o r  examp le , one ci ty the aut h o r s  evalua t ed owned an old , 
d i la p i da t ed f ac t o ry bu i l d i n g . Af t e r  Wo r l d  War I ,  t he ci ty fa th e rs 
e ncouraged an ou t -o f - s t a t e  l�nu fac t u re r  to op e r a t e  the fa c t o ry in orde r t o  
e mp l oy loca l ci t i z ens and he l p  t h e  lo ca l eco nomy . In r e tu rn , the ci t y  
a gr e ed t o  lea s e  t h e  bu i l d ing t o  the manu f a c t u r e r  f o r  $ 1  a yea r . Tucked 
away in th e le a s e  ag r e eme nt we re p r o v i s io ns tha t the ci t y  wou ld he re s po n­
s ib le f o r  any los s o r  damage to the bu i l d ing f r om f i re and tha t  the c i t y  
wou ld ma in t a i n f i re i ns urance o n  t he bu i l d i ng and rebui ld i t  if i t  'we re 
d es t r oye d . 
No t o n l y  wa s t he c i t y  r e s p o ns ible at t he t ime of the rev i ew fo r 
r e b u i l d i ng th i s 6 0- yea r- o l d fa c t o ry in the eve nt of a f i r e , bu t the f i r e  
i n s ura nce a l s o had be e n  al l owed t o  lap se . Re bu i l d i ng woul d have cos t 
s e v e r a l  mi l l i o n do l l a r s . 'fua t ma y ha ve se emed re as onab le in 1 9 20  made no 
s e ns e in 1 9 80 . Re gu la r revi ew of t he c i ty ' s  le a s e s  and co nt ra c t s to 
d i s  cover su ch anof:la l i e s , howeve r , had no t be e n  unde r t aken . 
1.0vl migh t  th i t::i and s imi 1a r p r o blems be hand led i n  orde r to p r e v e n t  
t he i c oc c u r re nce ? 'fo be g i n  wi th , the lo ca l go ve rnnen t ' s  ci vi l c ou ns e l  
s ho l l id he c� s p o n s i ble f o r re v i e w i ng il l L c o n t r rl c t s  and ;..lgreelile nt s f o r  fo rr,l 
a nd le g a l i t y . ( In t h e ex p e r i e n ce of the au th o r s , ef f e c t i v e rev i e w  of all 
d o cume n t s by compe t e n t  le g a l cou ns e l  i n  ti le re a l  wo rl d of lo ca l go v e r nme nt 
a p p e a rs to be the exc e p t i on ra the r t han the ru le . )  The purp o s e  o f  su ch a 
r e v i ew is to e ns u r e  t ha t  a do c ume n t  do es not imp o s e  an un i nt e nd e d  li ab i l i ty 
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up on a communi t y  and th a t  knowle d ge is com p le t e of al l li a b i l i t ies de l i b-
e ra t e ly as s uced . ( I nt e re s t i ngl y , ge t t i ng o the rs to as s ume some li abi l i t y  
i s  of t e n  po s s i b le i n  re t u rn f o r  t h e  adva n t ages i nh e r e nt to them i n  a 
c on t ra c t u a l  ag r e eme n t , but th t s  ha s to be do ne wi t h f u l l knowle d ge of the 
c o n t e n t s  a nd il:lp l i ca t ions o f  a _o n t ra c t nece s s i t a t  i ng a tho r ou gh re v i ew of 
the do cume n t . )  
In add i t ion to a rev i ew by cor:lp e t e nt cou ns e l , rtg r e e me n t s and cont rac t s  
s ho u l d  b e  ca r e f u l l y  re vi e w e d by s t af f p e r s ons in wh o s e f i e l d  of exp e r t ise 
o r  adm i n i s t ra t ive doma i n they fa l l , by to p ci t y  mana g e ment , and t he ele c t ed 
g ove rn ing body . In th i s \�ay , know led ge ab le , i n t e l li gent de c i s i ons ab o u t  
r i s k  and ri s k  re t e nt i o n ca n be made , and t h e  li ke l i ho od o f  the un int e nd e d  
a s s ur.lp t i on o f  r i sk is le s s e ne d . F i na l ly , al l c on t r a c t s  and ag r e ement s 
e n t e r ed i n t o  by a lo c a l  go ve rnl:le n t  sho u l d be reviewed by the ri sk �a nag e r .  
b .  Re co rd s . Ri s k  id e n t i f i c a t i o n  r e q u i r e s  ac ces s to a gr e a t  
v a r i e t y  o f  re c o r d s --budge t s , op e ra t i o na l r e p o r t s , i ns u r �  n e e  co n t r a c t s ,  l os s 
h i s to r i e s , and o t he r s . O b t a i n i ng s u c h  re c o rd s i s  o f t en d i f f i c u l t , 
e s pe c i a l l y in the ini t i a l  s t age s of a risk ma nag eme n t  prog r a m-- i f  ind e ed 
t h e y  ex i s t .  Too o f t e n  n o  )ne has be e n  g i ve n  t he re s p ons i bi l i t y  o f  p r e -
par ing o r  ma i n t a in i ng them . 
N o t  o nl y should such re co rd s  be ava i ia ble fo r in i t i a l  rev i ew ,  bu t they 
a l s o �ho u l d  he se c n r e l y  and sa f e ly ma i nt a i ned . The cOElmu n "i t y  s hould have a 
c e n t ra. l d e p o s L t o r y f o r t h e  r:1a i nt e na n c � o f  a L L es e n t L;! l reco rd s . Th i s  
d ep os l t o r y  .: I l o u ld he h\) t 1 i  f i  r e  a n d  t l u_ f  t 1 r o o f , and o n l y  co p i e s  o f  the 
r e e o r J s  s h o l l l d  he d t . t r i hu t l!_ d  to o p e c d t i ng de p a r t rll n t s . 
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c .  Checkl i s t s . A ri sk ma nageme nt ch e ck l i s t  is mo s t use f u l for 
i de n t i f y i ng r i s ks . It is a li s t i ng of p o t e nt i a l  r i s k s  fac ed by a go ve rn-
m ent en t i t y . By compa r i ng ac tual op e rat ions and act ivi t i es aga i ns t the 
i t ems on the ch e ck l i s t , the risk ma nager is ab le to ide nt i f y  wh ic h  of tho s e  
r i s ks r.lo s t usua l ly fo und in go ve r nme nt op e ra t i ons ex i s t in h i s pa r t i c u la r 
g ove rnme n t al un t t .  On ce a pa rt ic u la r r i sk ha s be e n  id e n t i f i ed , eva lua t i o ns 
o f  the imp o r t ance of tha t ris k  ca n be und e r t a k e n and a de t e nni n a t i o n  ca n be 
ma d e of \.J'ha t s t ep s , if any , to tak e  t o  de a l  wi th i t . 
Che ck l i s t s  are ava i l a b le f r om a va r i et y  of s o u r ces inc l u d i ng r i s k  
ma nag e me n t  manua l s , ins ura nce companies , the Atle r i c R. n  l-ia na geme nt 
As s o c i a t i on ,  and o t h e r  comme r c i a l  li s t s  p r e p a r e d  and s o l d  for  this pu rp os e . 
I d e a l ly ,  howev e r ,  a loca l go ve r nme nt r i sk manage r sho u l d  de ve lop a lo ca l l y  
a p p l i ca b le ch e ck l i s  t s p e c i f i ca l ly t a i l o red to the ac t i vi t i es and r e s  p on-
s ib i l i t i e s  of the pa rt i c u la r  lo ca l  gove rnme nt . The GlO re comp l e t e and 
a p p ro p r i a t e  the ch e c kli s t ,  the mo re l i ke l y  t h a t al l r i s�\. s  wi l l  be id e n­
t i f i ed and de a l t  �i t h . 
d .  I n t e rv i e ws . In t e r v i e w i ng pe rs onne l wi th i n the go v e rnl!lent a l  
u n i t i s  a va l ua b le 'Way to obt a i n  i nf o rma t i on abou t r i s k s  and exp o s u r es . 
P e r s ons who are on the jo b eve ry da y have pe rhap s the be s  t knO\v le d ge of a l l  
a c t i v i t i es wi t h in the i r  funct i ona l a r ea s - - t h ings ab out wh ich ma nageme n t  ma y  
n o t  eve n  be awa r e . 
Eva l u a t i o n  of loca l go ve r nLne n t a l  ac t ivi t i e s  f r om the emp l o y e e s  I p oi nt 
o f  v i e w  i s  l n s t r u c t  i ve . Emp loyees p r o ba b l y  kno w  fa r mo re ab o u t  ri sk 
m� n:1 gp nlt? n t  th a n  L i l e y  .1 r e  g i ve n  t:xed i t  f o r .  Ev e n  though they may no t know 
t he t e rlll l n o l , ) g y , t h e y  knLl w  t l l t"',  p r o h lc lTIs , a nd t hey of t e n  kn O\v the so lut i o ns 
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bu t have had no pri o r  opp o r t u ni ty t o  imp l eme nt new or be tte r ways of doi ng 
thing s .  
Ano the r re a s o n  f o r  int e rviews wi th emp loy ees is tha t a risk mana geme n t  
p rog ram is onl y  a g  go od a s  i t s  imp le ment at io n . Thu s , i t  de p end s  la rg e l y f o r  
i t s  succe s s  o n  emp loy ee coo p e ra t i o n .  B y  br i ng ing emp lo yees int o the pro-
c e s s  of ide nt i f y ing ri sks and su gg e s t ing al t e rna t ive cont r o l  me thod s , the 
r i s k  manag e r  invo lves emp lo y ee s di re c t ly in the p r o ces s ,  rece i ves va luable 
i np u t  f rom them , a nd , by tak ing advan t age of tha t inp ut , imp roves em p loyee 
morale and su p p o r t  fo r ri sk management . 
Int e rviewe r s  shou ld endeavo r  t o d i s cover f rom l i ne and s t af f pe r s o nnel 
a s  much as pos s i ble ab o u t  the op e rat ion of a un i t  or de p a r tment . The y al s o  
s hould s o li c i t  op in io ns f r om the emp l o y ee s about such th ing s a s  saf ety 
p rograms , eq u ip ment and ru le s , the ex i s t e nce of da ng erous cond i t ions in 
lo ca l gove rnme n t  op era t ions , and much mo r e . Emp lo yees ca n he l p  t o  ident i f y  
alt erna t ive ri sk manageme nt co n t r o l  me as ures a s  we l l  as ri sk manag ement 
p r ob l e ms and should be enco u ra ge d to do s o du r i ng the int e rv i ew s . 
e . Ins p ec t i on s . One of the s imp le s t and mo s t  ef f e c t i ve mea ns of 
ident i f y ing ri sks , al t hough pr obab ly the mo s t  t ime cons umi ng , i s the phy s i ­
cal i ns p e c t i o n  of a l l  of t h e  pr o p e r t y  and op e ra t io ns o f  the gov e r nme nt . 
Phy s i c a l  i ns p e ct io n ca n reve a l  th ings th a t  rev i ews of do cume nt s or pe r­
s onne l i. n t e r vi e w s  ca nn o t . Fo r examp l e ,  no ma t t e r  ho W' much ve r ba l  as su ra nce 
ma y be rece i v e c  abou t f i r e e x t i ngu i s he r ma i n t e na nce , ins pe ct i.on al one ca n 
ve r l f y tha t t he ex t t nguishe l-s ha ve be e n  ch e c ked and f i l le d . 
C hap t e r  V co n t a i. ns a d i s clJ s s io n  o f  t y p i ca l  exp os u res i n  va r i ou s  dep a rt -
men t a l and f un c t i o nal areas i n  lo ca l  go v e rnme n t . Many of thes e a r e  iden-
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t i f i e d  dur i ng a phys i ca l ins pe c t ion . Ref e r  to Chap t e r V f o r  examp le s  of 
t he types of exp o s ures tha t ca n be id e n t i f i e d by phy s ica l i ns pe ct ion . 
3 .  Ri s k  Me asur eme nt . Hav i ng id e nt i f i ed a ri sk or exp o s u r e , the ri sk 
ma nage r mu s t  the n me a s u re i t  i n  t e rms o f  i t s  po t enti al or proba b le ef f ect s 
--f i nanc i a l  and ot he rwis e . One of the s imp le s t wa y s  to mea s u r e ri sks is to 
l o ok at t h e re c o rd of los s e s  to de t e rmi ne wha t  has hap pe ned in t he pas t . 
vl i t h  p r op e r reco rd s , a los s hi s t o c y  ca n be co ns t ru c t ed fo r each s ' gn i f i ca n t 
e xp o s u re . Al t h o ugh a lo s s  h i s t o r y <.lo es no t nece s s a r i l y gua ra nt e e wh a t  wi l l 
h ap p e n i n  the f u t u re , if the ex.pos u r e  ba � e  is la rge enough , a los s h i s t o r y 
w i l l  prov i de a rea s o nab le ind i ca t io n of the p r o ba b le f r e q u e ncy of fu t u re 
l o s s e s . 
I f  los s re co r d s a re no t ava i l a ble wi t h in the lo ca l  gove r nme n t ,  one 
a l t erna t i ve s our ce of los s hi s t o r y da t a  is the i ns u r a il ce ag en cy tha t ha s 
p r ov i ded i ns ura nce cove rage in the pa s t . In ca s e s  whe re mo r e  than one 
a ge ncy pr o v i d es cov e rag e ,  al l agen ci es should be co n t a c t ed f o r  los s da t a . 
R i s k  ma nage r s shou l d  i ns is t  that as pa r t  of the s e rv i c es p r o v i d e d , hi s t o r i­
cal as we l l  as cu r r � n t  los s i nf orma t i o n  be s u p p l i ed by i ns u r a nce ag e n c i es . 
The r i s k  ma nag e r sho u l rl  e ns u re tha t A. so und l o s s h i s t o ry record- keep i ng 
p r o ced u r e be i ns t i t u t e d a nd ma i nt a i ned in the l o ca l  go v e rnme n t . 
An imp o r t a n t me_ ct s ure of exp o s u r e wi t tl re s p e ct to p r op e r t y  is rep la c e-
fJ.e n t v,'l l u e  of bu i l d i ng s  and eq uiplJe n t . In the area of pe r s o nne l risks , 
helpful i ndi c a t o r s include po t e n t i a l s i ck pa y fo r pe rs ons inj u red on the 
j o b ,  me d i c a l  exp ens e ' ,  and / o r  worke rs com p e ns a t io n  payme nt s . Much of th i s 
l nf o nna t i o n  ca n be de ve l o p e d  t h rough l os s h i s  to r i es ) c ompa r i s o ns of 
e x p e  r i  e n . e  VJi t i l t h e r  go ve r " .le n t ;ll un i t s , and mo n t t o r i ng of ch ange s .in 
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c o ns t ruc t io n  and eq u i p me n t  cos t s .  If a bu i l d i ng o r  ot he t:' p r o p e r t y  pr o v i d e s  
vi t a l  se r v i ce to the commun i t y , the risk ma nage r sho uld al s o  be co ncerned 
w i th th e  af t e r- t he -l o s s cos t of res t o r i  1 9  o r  rep la c ing t l l a t  p r o p e r t y  fo r 
funct i ona l u s e . 
W i t h i n. the pas t few ye a r s ,  i n f la t i o n  has be c o f;le a s i gn i f i c a nt f a c t o r  i n  
d e t e rmi n i ng re p la c e me n t  co s t s . Al t hough lo ca l UO Ve nll:1e n t s  a r e  i nc r e as ing l y  
aware of the ef f e c t s of in f la t i o n , the und e re s t ima t i ng of r �p la c e lJle n t cos t s  
i s  n o t  un u s u a l . �,fue n t h i s  o c c u r s , the l o c a l  go ve r ruue n t --p e rh ap s 
i nadve r t e n t ly--has as s U I:leci wh a t  ma y be s ig n i f i ca n t  • 1 r� s ,<, . Ins ur nce po li -
c i e s  a nd s ch e d u le s , the r e f o r e , shou l d  be re v i e wed r e g u la r l y to p re ve n t 
u nde r i ns u r an c e  re s u l t i ng from t h e  und e rs t a t eTue nt of re p la ceme n t  cos t s  and 
t o  avo i d  the cons equence s of un i n t e n t iona l as sump t i o n  of ri s k .  
T o  f i nd tha t l o ca l  gove rnme n t s  engage i n  ove r i ns u ra nce i s  a l s o not 
u nu s ua l . For e xa mp l e ,  whe neve r veh i c l e s  have de p re c i a t ed to a po i n t  \.Jh e r e  
t he Ila lu e s  a r e  i ns ign i f i ca n t  re l a t i lle t o  t h e  cos t o f  i ns ura nce ,  as s u Glp t i o n  
o f  r i s k i s  h i g h l y  re c orJme nd e d . Ye t S O I JL�  l o cH l go v e rnmt ll t s con t i n u e  t o  
i ns u r e  s u ch va l u e s .. Whe ne ve r the sum o f  the de d u c t  i b le p l u s  t h e  ins ura nce 
p rem i llr:l on a pa r t  i c u l a r ve h i c l e  is gr ea t e r  tha n the va l u e  of t he ve h i c  le , 
a s s uf'lp t i o n  of r i s k  ra t h e r  than i n s u r a n c e  i s  rec ofJI!le nd e d . 
R i s k  m e a s u r eHle n t  req u i re s  the de t e rm i na t i on , as ac cu r a t e l y  a s  p o s s i b le , 
of bo t h  t h e  f r e q ue n c y and s e ve r i t y  of p o t e n t ia l l os s e s . Lo s s e s knovln t o  be 
o f  high _�!equency �<! !_ow s ev e r i t y  a r e  f i t  s u b j e c t s f o r  r e t e n t ion . Low 
Obv i u u s l y , 
l o s s e s  t h i l t ; l l " l '  L h (� l l los L s t' r i o l l s  i l l  L ' nn s  () l� t h t::' i. [" f i na n c i a l i r.lpa c t s  a r e  
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p re c i s e l y the ones aga ins t whi c h  the ri s k  manag e r mu s t  make the gr e a t e s t 
e f f o r t to prot e c t  th e loca l go ve r nme n t  in ord e r  to as s u r e  an ac ce p t ab le 
a f t e r- the- l o s s pos i t ion . 
4 . Al t e rna t ive s- -EAT Con c e p t .  Al t e rna t i ve s  ava i la b l e  to a r i sk 
ma nag e r  f o r  de a l i ng \vi t h  r i s k s  ca n  be s t a t ed th r ough use of the ac r onym 
" EAT . "  Al t hougb an ove r s iTilp l i ca t i on of ava i la b le op t i ons with whi ch to 
ma nage r i s k s ,  EAT has the pr ima ry be nef i t  o f  be i ng e a s y  to remembe r and 
p ra c t i ce . " E "  s t and s f o r e l i mi na t e , " A "  f o r  as s ume , and "T" f o r trans f e r .  
Ge ne ra l l y  speak i ng , al l risk ma nag erle n t  al t e rna t ive s fa l l  und e r  one or a 
c o mb i na t ion of the s e  cR t e go r i e s . 
a .  
" E " - E l imina t i on .  I f  r i s k  i s  un ce r t a in t y  conce rning l o s s ,  
then ri s k  ca n  be el imi na t e d or red uced wh e ne v e r  the o c cu r re nce of los ses is 
r e d u c e d  thr ough los s co nt r o l . 
c a n be p r o v i d e d  f o r . 
In ad d i t io n ,  los s e s  tha t can be ant i c i p a t e d 
( i ) L imits on Los s  Con t r o l . Los s cont r o l  has bo t h  
the o r e t i ca l  a nd pract ica l  lim i t s . The o re t ica l ly ,  the que s t ion i s  
a l ways , " A re ' z e ro ' l os s e s pos s i bl e ? "  Only a few s i  tua t i o ns exi s t in 
wh i c h  the ab s o l ut e avo i da n ce of exp o s u r e  is pos s ib le . F o r  exa[lp le , i f  
a cO r.ltIlu n i ty doe s no t provide e l e c t r i ca l  pow e r , i t s  ex pos ure in this 
a rea L s  ze r o . 
1 1a ny r i s k � , how e ve r ,  ca n he ne i t h e r  e l i rn i n ' t ed no r preve n t ed Clnd 
w i l l  co n t i n ue L o  co n f r o n t lo � t l l �O \T r nlnt::' n t ::; . ArJon g  o t he r s , the s e  
i n c lu d e  the p e r i  I s  as s o cia t e d  w i  t h  na tu ra l d i s :1 ::;  t e rs such a s  to rnad o e s , 
h u r r i canes , and ea r t hq uakes . In t he o ry , po t en t i a l  los s e s  ca n be el imi­
















t ha t  ri sks are ac t ua lly ame nab le to lo s s  cont r o l  act iv i t ies . Some 
exp o s u re s  wil l rema i n  af t e r  a l l  lo s s  cont ro l ef f ort s have been 
exhaus t ed . 
F igu re I V  p o rt rays the pra ct ica l limi t s  of los s cont r o l . In th i s  
f igure , the value o f  lo s s  cont rol act ivi t es is mea s u red by pl ot t ing 
l o s s  reduct ion do l lars on the Y axi s ag a ins t  los s co nt r o l ex pend i tu res 
on the X axi s . Whe n the s e  va lues are compa red in ac tua l prac t ice , the 
d o l la r s sp ent on los s  co n t r o l  a re us ua l l y found to have a ve ry high 
i n i t ial return in lo s s  reduct io n . As mo re los s co n t r o l do l la rs are 
s pe n t , howeve r , the lo s s  reduct ion retu rns de c l i ne unt i l  ne t ga i ns 
f la t t en ou t , ap p r oach zero , and the n be c ome neg a t ive . 
F igur e  I V  
VALUE OF LOS S CONTROL ACT IVIT I E S  
Point of 
Dimini s h i ng 
Re tu rns -- a f t e r  which e a ch add i t ional los s cont r o l  
exp endi tu re wi l l  produ ce rela t ive ly sma lle r 
lo s s  reduc t io ns . 
LOS S  CONTROL EXPEN D I T U RE S  ( $ ) 
Su ch diminis h i ng r e t u rns le ad t o t he p r ac t ic a l p r o blem of 
bal a nc i n g the cos t of lo s s  c o n t r o l  a c t i v i t i e s aga i ns t los s sa ving s . As 
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long as total lo s s savings are gr eat e r  than to t a l  los s co nt r o l  expen-
d i t u re s , the p rog ram shou ld be expanded . Howeve r ,  when exp e r i ence 
app roa ches the point when the cos t of the prog ram eq ua l s  the los s 
s avings , ine f E i c i e ncy se t s  in , and the prog r am shou ld not be expanded 
f u r t he r . The p rac t ica l imp l i crl t io n  of th i s rela t io nship is tha t \\1hile 
lo s s  co n t r o l s ho u ld be viewed as a means of sa ving money thr ou gh lo s s  
reduct ion , i t  is se ldom the comp le t e  ans we r . 
An examp le may be he l p f u l . To p reve nt va nd al i s m to schoo l bu s e s ,  
a count y sp e nt $ 2 5 , 0 00 t o  e rec t a secu r i t y  fence a nd ins t al l se curi t y  
l igh t ing i n  the mo t o r  p o o l  a rea . The cou nt y r i sk manage r es t ima t ed - ­
b as ed o n  pas t los s record s --tha t  u p  to $ 5 , 000 p e r  yea r cou l d  be saved 
i -E the s e  lo s s  co nt ro l  meas u res worke d ef f e c t i ve l y . Thu s ,  they \\1ou ld 
p ay for thems e l ves in f ive ye a r s . Othe r sugges t ions f o r  los s cont ro l  
a nd se c u r i t y , i nc lu d i ng hi r i ng a nig h t  watchma n  ( e s t ima t ed to tal annu a l  
comp e ns a t io n  of $ 1 2 , 0 0 0 )  w e re co ns i d e red and re j e c t ed a s  too exp e ns ive . 
Thes e add i t iona l lo s s  cont r o l  exp e nd i t u res wou ld provide n o  savi ng s  o r  
wou ld not pay f o r thems e lves s oon enough and ,  the ref o re ,  we re not co n­
s ide re d  wort hwhi le . 
In p rovi d i ng f o r  los s e s  that can be a nt ic ip a t ed af t e r  the 
t he o re t ical and pra c t i c a l limi t at ions of los s cont r o l  ac t ivi t ies have 
bee n reach ed , the ri sk manag e r  mus t look to al t e rna t ive me thods of 
d ea l t ng w i t h  r i s k . Th i s  invo l v e s  a n  a t t e m p t to ba la nce the be f o r e-the 
l o s s  a r ra ngeme n t R  of los s c o n t r o l  o r  p r e ve n t i o n  ac t iv i t ies wi th indem-
n i t y  and res t o r a t i o n  a f t e r  the lo s s . I n d e mni t y  is  ge ne ra l ly ach ie ved 
t h r ou gh i ns u ra nce o r  ot he r f u nd s  ava ilable f o r rep la c i ng ac t ua l do l la r 
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l o s s e s . Ju s t  as ba la nci ng the cos t of los s  cont r o l  aga i ns t los s 
s aving s is ne ce s s a ry ,  ba la nc i ng the cos t of los s co nt r o l aga i ns t the 
c o s t of i nde Qni t y is al s o  de s i rabl e . 
Wh i l e  a los s may be p r e ve nt ab le a t  a prede t e rmi ned cos t , aban­
d o ning los s co n t r o l  a nd i n s ur i n g the ri sk in ord e r to rep l a ce do l la r  
l o s s e s  f r om i ns u ra n c e  pro ceed s may be le s s  cos t l y . C a r r y i ng th i s  
a na l y s i s one s t ep f u r t h e r , a th i rd ingr e d i e nt mus t  be int ro du ced , 
nalTle ly , the co s t  of re t a i ni ng a ri sk ( a s co nt ra s t ed wi th red uc i ng or 
i ns ur i ng i t ) and pay i ng los s e s  ou t of an es t ab l i s he d  re s e rve f und . 
L o s s co n t r o l  de c i ' ions ca n be / ,mde on l y  af t e r t he po t e nt i al be ne­
f i t s to be de r i ved a re we i ghed aga i n s t the cos t of al t e rna t ive me tho d s  
o f  ri s k  mana ge me n t . The pr o ce s s of �.[ei gh i ng cos t s and s e l e c t i ng al t e r­
na t i v e s  is no di f f e r ent f r ola cos t-be nef i t  analys is wh i ch is reg u la r l y  
u s ed i n bu s i ne s s . I t  is a l s o  a p r o ce s s  tha t should be reg u la r l y  
r e v i e wed in lo ca l govenl111e nt i n  or de r t o  e ns ure that the mo s  t c o s  t ­
e f f e c t ive con t r o l  al t e rna t ives a r e  be i ng pra c t i ced . 
( i i )  E l imina t i o n  O p t i ons . I f  cos t - b e nef i t  anal y s i s i nd i -
c a t es tha t  el i mi na t ion sho u l d  b e  pu rs ued i n  de a l i ng wi t h  a pa r t i c u la r 
r i s k ,  � va r i e t y  of me t hods a r e  rt va i lab le to ach i e ve th i s  pur p os e . 
The s e  i n c l ude : 
( a )  Av o i da nce . Avo i d a n ce i s  ge ne r a l ly the E i r s t rue t h  c 
o f  r i s k  el imi na t io n  con s i de red , es p e c i a l l y s i nce s ome l o ca l  gov e r nmen-
t al ri s k s  ca n be avo i ded . For exa mp le , a commu ni ty mi ght ref u se to 
h o l d  p r i s one rs f r om ano t he r  city or cou nt y in i t s ja i l ; it mi gh t not 
p r ov i d e  mun i c i p a l  re f u s e  o l le c t io n , o r  wat e r  or se wage t r e a t me nt , or 
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any numbe r of othe r se r v i c es . Thi s i s  avo i da nce . If a cOQillun i ty do es 
n o t  provide f i re p r o t e c t ion se rvice be y ond i t s bound a r i es , it has 
avo ided ano ther exp os ure . A c omouni t y tha t does not ent e r  int o mutual 
a id ag r e e men t s  ha s al s o  avo ided ce r t a i n  r i sk . 
Avoida nce , how e ve r ,  has bo th po l i t ic:t. l a nd pr ac t i ca l li mi t s . 
Whi le the res ide nt s o f  SOT.le coramu n i t i es a r e  1:ia t i s f i ed not to have the i r 
l o ca l gove r nme n t s  prov i d e  re f u se co l le c t i o n , i n  othe r are as res ide nt s  
may demand th is se rv l ce . S u ch na t u ra l phe nmJ.e na as to rnad o es , hu r r i-
c an e s  and ea r t hq uakes , of co urs e , ca nnot be avo ided . In thes e ca se s , 
r i s k  manageme nt i:le thods othe r th a n  av o i d a n c e PlUS t be cons ide red . 
( b )  Lo s s  Cont r o l . I f  a ri sk ca nn ot be avo ided , the n 
p ract i ca l op p o r t uni t ies mu s t  be found to red uce the los s es as s o ci a t ed 
w i th the ri sk . This i s whe re los s co nt r o l  be comes an at t r ac t i ve al t e r­
na t ive . At t e n t i o n  should f i r s t be di r e c t ed to lo s s  con t r o l act iv i t i es 
tha t wi l l  red uce t he f r e q lH � n c y  or rturahe r of los s e s . If the cau se ( s )  of 
a pa rt i c u la r  lo s s  Cd ll he de t e rm i ned and co r r e c t ive me as u r e s  tak en , the 
o c cur re nce of lo s s in such ca s e s ca n be r.rl n imi z ed . 
F or example , if emp l o y ee i n j ur i e s have oc c u r r ed be ca u se of un s af e  
c ondi t i on s in the .lun i c i p a l  ga rage , phy s  i c a l ins p e ct io n of the ga r a g e  
f o l lowed by imp r oved ho u s ekeep ing ac t ivi t i e s  may re d uce the i n c i d e nce 
o f  in j ur i es . S i m i la r l y , d r i v:'> r t r a i n i ng and the cs t ab l i s hfile n t  of saf e 
o p e ra t i ng ru l e �  f o r go ve r nme n t  owne d veh i c le s ca n he lp to red uc e the 
f req ne n y of a c i. ci e n  t s . 
A n o t h e r l os s  ' n n t r o l  ac t i v i t y \.Jh i c h ca ll be mo re s ig n i f i ca nt i n  
t e n.1S o f  u o t L :u- i m p'l e t  t h a n  C r ' l\ l 1 e n c y  r ed u c t io n i�., r ed u c t i o n  i n  t h e  
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s eve r i  ty or c o s  t of los s e s . In t he ca s e  o f  bod i l y  inj ury , this of t e n  
can be ac comp l i shed th r o ugh im ed i a t e  f i r s t  a i d  and eme rge n cy trea tment 
a nd qui ck re s p ons e through re s cue ef f or t s  and app rop r i a t e  me d i ca l  ca re . 
F i re and ot he r pe ri l red uc t ion ac t ivi t y  can m n iQi z e  the se ve r i t y of 
l o s s  of bui ld i ng s  and p r o p e rt y ,  and ef f ect ive reviews of co nt rac t s  and 
a g r ee ment s ca n reduce the s e ve r i  ty of l i a b i l i t y los s e s . Thes e and 
o the r seve r i t y red u c t i o n  ef f o r t s  shou ld be rou t inel y imp lement ed in 
l o ca l  gove r nment mana gement prog r ams . 
( c )  Ha z ard Reduct io n . lfuen phy s ica l i ns p e ct ion id en-
t if i es a ha zard , the no s t  ef f e c t ive Cle thod of los s co n t r o l i s  t o  el imi-
n a  te the ha zard . Whe n a COlilIDuni ty is on not ice ab o u t  a po t ho le or 
o th e r  da nge r o u s  cond i t i o n  on a s t r e e t , the be s t  way to de a l  wi t h  it is 
t o  f i l l  i n  the ho le or repa i r  the da nge rou s cond i t io n . The mo re 
q uick l y  the ha z a r d  is el imina t ed ,  the le s s  li k e l y  i t  is to res u l t  in a 
l o s s . Go od h O l l sekeep ing is an ef f i c i ent � nd ef f e c t ive me a ns of 
r ed u c i n g  ha z a rd s . 
The succe s s  of a hOll seke e p in g p r og ram , invo lv i ng the prop e r  rep a i r  
a nd cond i t ion o f  prerai s e s and equipme n t , and t he reg ula r and c o r r e c t  
u se of saf e t y  eq ui p ment plus ot h e r  co ns ide ra t io ns , imp l i es the e s t a b-
l i shmen t  o f  a f o rma l s a f e t y  and l o s s  p reven t ion p rogram .  S uch a 
p r ogram shou ld inc lude the saf e t y  edu ca t io n  and t r a i n i ng nece s s a ry fo r 
i t s e f f e c t ive imp leme n t a t ion . To the ex t ent tha t saf e ty , ed uca t ion , 
a nd t r a i ni ng prog rams a re made an op e ra t ional pa r t  of local gove rnme nt , 
h a z a rd red uct ion wi l l  he a na t u ra l res u l t  and wi l l lead to s ign i f i ca nt 
r e d u c  t l o n s  in los s e s  • 
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Ins u rance company engine e r i ng and ins p e c t ion depa rt ment s ca n be 
h e l p f u l  in sugges t i ng saf e t y  meas ures and pr og rams and in prov i d i ng 
guida nce on the i r  imp lement at ion . Simi la r l y ,  prog rams f o r  the ed uca -
t i o n  a nd t ra i n i ng o f  pers onnel ca n  be de ve l o p ed wi th as s i s t ance f r om a 
va r i e t y  of sou r ce s . Educa t io n  and t ra i n i ng pr og rams are ef fect ive ri sk 
red u c t i on de v i c e s , Qat onl y when the y show emp loyees wh a t  the y shou ld 
o r should not do but al s o  whe n  the y prov ide di rec t proo f of the ef f e c-
t ivene s s  of los s prevent i o n  ac t ivi t ie s . �n ed uca t io n  program thr ough 
the pocket book can al s o  be ef f e c t i ve . Th i s  cou ld take the f o rm of los t 
t ime and wag e s  rep ort s ,  pe na l t  i e s  f o r  emp lo yees who fa i l  t o  f o l low 
required s af e t y pract ices , o r , on the p os i t ive s ide , rewards to 
emp loyees for saf e work and for p ra c t i ca l su gges t io ns le ad i ng to 
g r e a t e r  saf e t y  and gr ea ter loss red u c t io n .  
C d )  Los s  Re c o r d s  and Resea r ch . Good re c o rd keep i ng i s  
e s s e n t  ia l to t he sound o p e ra t  i o n  o f  a ri sk manageme nt p rog ra m .  One 
p ract i cal re s u l t of ke e p i ng ade q ua t e and ac cu r a t e rec o rd s  is the po t e n­
t ial they prov i de f o r  los s redu c t io n .  Records con ce rni ng the f req uency 
and seve r i  t y  of inj ur i es and how they are hand le d , as we l l as re c o rd s  
conce rn i ng ins u rance se r v i c e s  and cos t s , ove ra l l prog r am expend i tu res , 
and co nt rac t s  a nd ag r e ement s ,  can he l p  with los s reduc t io n . Los s 
re c o r ds wi l l  i d e nt i E y  los s t rends and ca u s e s  a nd fa c t o r s  cont r i bu t i ng 
t o  l os s e s , t h e r e b y  s i gnal l i ng a t he r i. sk manage r tha t  co r r ect ive 
a c t io n should be take n . They wi l l of t en p o i nt di re c t l y towa rd s pe c i f ic 
r isk mana geme nt op t io ns . 
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Re tu rn f o r  a moment t o  the exanple pr es e nt ed in Chap t e r I II i n  
whi ch a r i s k  manage r obse rved th r ou gh ana lys i s of ac c i d e nt rep or t s tha t 
a f e w  dr ivers ca u s ed mo s t of the ac c i d e nt s ch a rgeab le to the go ve rnmen-
t a l  un i t .  The re c o rd s re vi ewed de mo ns t ra t ed th e t r e nd , ind i ca t ed the 
c au s e s , and le d to t he re c ommen d a t i o n  of s pe c i f i c co r r ec t i ve ac t i o n . 
W i thou t the re co rd s , t he ri s k ma nag e r proba b l y  co u l d no t have ac t ed so 
e f f e c t ive l y  or sure l y . Lo s s  reco rd s  al s o  pr o v i d e the op p o rt uni ty fo r 
r e s ea r ch wh i ch proba b l y  wou ld no t be p o s s i ble or ev en a t t emp t ed if go od 
r e c o r d s we re not ava i la b le . 
b .  " A" - As s ump t i o n . To the ex t ent t ha t ri sk s  are not or ca nnot 
be elimina t e d , a local go ve rnille nt ca n ei the r aS S U{lle ( r e t a i n )  t hem , t r ans f e r  
t hem , o r  ach i eve SOr.le ba la nce be t ween as s unp t i 0 11.  and t r a ns f e r . In mal i ng 
d e c i s i o ns ab o u t  as s ump t ion and t r a ns f e r o f  ri s k s , a lo ca l gov e rnme n t s ho u l d 
und e r s t a nd the re la t i ve me ri. t s  o f  the s e  al t e rna t ives . As s ump t ion of r i sk 
w i l l  be co ns i de r ed fi rs t .  
( i )  Fea s i b i l i t y . Lo ca l go ve r nm e l1 t of f i c i a l s may que s t io n 
whe t h e r .'l.s s 1Jl'ilp t i o n is f e a s i b le . If as s unp t i o n is de t e nt.l i ned t o  be 
f ea s i b l e , tw o ad d i t iona l ques t i ons f o l l ow :  wha t a r e  the cos t s  i nvo lved 
i n as S UT!lp t i o n , and how "'li l l los s e s be pa id f o r i f  a ri sk i s  as s umed ? 
I I  a lo ca l go ve r nme n t  s u f f e rs a los s i n  t h e  a r e a  of an as s uoed 
e xp o s u r� , the l o ca l go ve r n me n I'llU s t pay fo r t h e  lo s s . T he exanp le of 
a n  ull i rlS l l r  >d sch oo l hu i l d i n g d e s t r o y l'u by f i r ' was p r e s e n t ed in C h a p t e r  
I r • L n  t h a t ca s e , t i lt, c o u l l t y  had ::lS S U I:1E-d the r i sk of los s to the 
b u i l d i ng (whe t he r kn uw i ng l y or no t ) ,  �nd af t e r the lo o s  i t la c k ed the 
f unds ne ce s s a ry to rebu i ld . C l ea r l y , the count y wou ld have be e n  be t t e r  
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of f to have pu rch a s e d ins u rance cove rage fo r the sch o o l .  Al t ho ugh ri s k  
a s s u m p t  i o n  i n  tha t ca s e was fe'i�} i b I e , i t  wa s not a wi s e  de c i s  i o n . The 
l e s s on f r Ol') th i s examp le is t ha t , at le as t i n  some ca s e s , com� le t e  
a s s un p t io n shou ld not be pra c t iced . 
( i i )  Fu l l As s ump t i o n . *  Neve rthe l e s s ,  f u l l as s ump t i on is a 
s ound r i s k manageme nt  op t io n  \-lh e n  p r op e rl y  pra c t iced . W i th f u l l  
a s suop t i on , the lo ca l go ver nll e rlt as s ume s the ent i r e  bu rden o f  a ri sk . 
Take the f o l l ow i ng exampl e .  A l o ca l  gove rnrae It owns a t en- yea r-o l d  
p i ckup tr u ck tha t is ins u red f o r  co l l i s i o n  cove rage wi t h  a $ 2 5 0  d e d u c t -
i bl e . B e cau s e  of i t s  age and co nd i t ion , the truck is wo r t h  on l y  $ 5 0 0 . 
I n  t h i s  ex a m p l e ,  the  de d u c t i b le amo u nt plu s the cos t of the ins u r a n ce 
n e a  rly e q  Lla l t he va l u e  of th e  veh i c  Ie ) a n.d fu l l  a S Uf!l p t  io n of ri s k  
makes go o d ec onomi c s e ns e . On the o t h e r hand , a new $ 1 0 0 , 0 0 0  p i e ce of 
s p e c i al t y  equipm.e nt p r o ba b l y  shou l d  be we l l  ins u r ed , and the l o ca l 
g o v e r n ae n t  shou l d re t a i n on l y a li mi t ed exp o  u r e  thr ough a de du c t ib le .  
The exanp le s and va l u e s  shown he re wi l l me a n  di f f e re n t  t h i n g s  to 
d if f e r e n t  lo ca l go ve r ame n t s • Sma l le r  un i t s  wi t h  fe we r exp o s ur e s  and 
s ma l le r budge t s  wi l l  pr obably engage in rel a t ive l y  fewer as s u op t i o ns , 
e i the r f u l l  o r  pa rt ial , than la rge r un i t s  wi t h  la rg e r exp o s ur e  ba s e s 
a nd la rge r budge t s . Conve r s e l y , la rge r l o ca l go ve rrlfi1 e nt s \-Ji l l  hav e 
ra o r e  los s h i s t o r y da t a  f rom �vh i ch t o  mak e  j udgme nt s ab o u t los s f r e­
q ue ncy and s e ve r i t y  and , on the ave ra ge , 'Wi l l  be J.1o r e  ab le f i nanci a l l y 
t o  s u s t a i n la r ge r re t a i ned los s e s . In al l ca s e s , knowledge of wh a t  a 
*Th te rms re t e nt i o n  � l  d as s u 1p t i o n  a re us ed i t e r ch a nge ab ly . 
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l ) cn l go ve r n me nt ca n a f f o rd to los e i s  req u i red i n  ma k i ng as s ump t i o n  
d e c i 1-) i o I lB . 
( i i i ) Pa r t ia l  As s ump t ion . I f  c.omp le t e as s umpt L o n  is not 
f e a s i ble in a l l ca s e s , a no the r op t i on i s  pa r t i a l  as s umpt i o n- -f o r 
e xamp l e , th r o u gh the u s e  of de d u c t  i b l e s . Eve r y  pe r s o n  \<lho ha s a dedu c­
t i b le ano unt on h i s  or he r au t omo b i le i ns u r a nce aS S Ul.,e s  ( o r  re t a i ns ) 
t he amoun t o f  t h e  ded uct i b le and pa ys the ded u c t i b l e i f  a l os s o c cu r s . 
A de d u c t  i b l e  red uces the cos t of the ins ura n c e . If an ins u ra n e 
p r emium ca n be red u c e d  by an amo unt eq ua l to o r  gr ea t e r  than the rela­
t i ve va l u e  of the dedu ct i ble , th i s  type of pa rt ial as s ufJp t i o n ullik e s  
g o od s e n s e . In add i t i on , de d u c t i b l e s a r e  de s i rab le as me a ns f o r  
d e a l i ng wi th s o - c a l l e d nu i sa n ce cla ins--tho s e  sma l l los s e s that a re 
e xp e n s ive to s e t t le y e t  o f  l i t t le d o l la r  val u e  i nd i v i d ua l l y .  
A s s um p t i on of sma l l l o s se s  is of t en ch e ap e r  than hav i ng an ins ur a n ce 
c om p a ny pa y them . The neg a t ive s i d e  of t h i s  cons i d e rat ion is that a 
l a rge r nUlilbe r of s ma l l c l a ims \vi t h in a s i ng le yea r ca n res u l t  in a 
l a rg e  aggrega t e  los s . He re t he r i s k ma nage r mu s t  ba la n ce wha t  is 
l ik e l y  to hap p e n  aga i n s t  wh a t  the l o ca l go ve r nme nt ca n af f o rd , bot h in 
t e r ms of t o t a l  d i re c t  payme n t s f o r  l o s s e s and ins u r a n ce p r em iuT'1s . 
A l t h o u gh ge ne ra l l y  t he la rge r t h e  de d u c t i b le , t l e lowe r t le 
i ns u ra nce p r e m ' ulTl ,  th e  re la t i o n s h i p  i s  no t a L i t hme t i ca l . The res p o n-
s ib i l  i ty  of th e ri s k  ma nage r is to de c i d e  l o w m u c h  ex p o s u r e  is ac ce p ­
t able in t e r ms of t o t a l  lo s s e s  as we l l as f o r  s pe c i f i c types of los s e s . 
The r i s k  manage r shou l d  eva l ua t e the f r e q uency and seve r i t y of al l 
r i s ks and dec ide how g r e a t an a s s umpt i o n  o r  how la rge a de d u c t i b le , if 
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any , the local gove rnme n t  ca n to l e r a t e  financial ly o r  po l i t i ca l ly in 
e ac h  ri sk ca te g o ry . 
( i v )  S e l f- i n s urance . S e l f - in s urance i s  a spe ci a l ca se of 
r e t e n t ion . No t a l l re ten t i o ns , howe ve r , qua li fy as se l f- ins ur ance . To 
b e  a tr ue se l f - ins ur an ce pr og r am ,  two ing red i en t s  mus t  be presen t : 
f i r s t , a se l f - i ns urance f und fr om wh i c h to pay los se s , and se c ond , t he 
a b i l i  t y  to p r e d i c. t lo s s e s ac c \ l r a te ly among a la rge numbe r of rela t i ve l y  
h omog en e ous r i sk i t ems . 
I f a communi ty ope r a t e s a la r ge f l e e t of ve h i c le s ,  fo r exam p le , i t  
c an pr obably pr ed ic t c o l l i s io n  l o s se s qui t e  e f fe c t ive l y . On the othe r  
hand , wi th a re la t i v e l y  sma l l  numbe r o f  s imi l a r  expo s ur e s --s uch as one 
c i ty ha l l , two playground s ,  thr ee scho o l  bui l d ing s , o r  ten ve h i c le s--
a c c ur a t e pr e d ic t io n of l o s s e s  i s  v i r t ua l ly imp o s s ib le . In the s e  ca se s , 
c omp le te se l f - i n s ur a nce pr obab ly s ho u l d  no t be prac t ic e d . I f  any pa r t  
o f  the se r i sk s  i s  as s ume d , the lo ca l  gove r nme n t i s  pr a c t i c ing pur e 
r e t e n t i on ra t he r tha n se l f - ins urance , be cause of i t s inab i l i ty to pr e-
d i e t  los se s .  A l t ho ugh i t  ma y  ha ve f und s  to pay fo r a l os s ,  i t  ha s no 
i dea  in ad vance i f  the l o s s w i l l oc c u r  or wha t l t s magn t tudc wi l l  be . 
T o  se l f - i n s ur e  any ri sk is a ma j o r  de c i  i o n .  T he lo cal go ve rnme n t  
mus t f i r s t unde r s tand the d i f f e r e n ce be twe e'1. s e l f- i n s urance and no-
i n s u ra nc e . S e l f- i n s ur a n c e  r eq u i r e s  t he e s tab l i shme n t  of a r e s e rve f und 
out of whi ch l o s se s  wh ich ca n r e a s onab ly be ex pe c te d to oc cur ca n  be 
p a i d . Ma ny lo ca l un i ts ins t e ad pr a c  t i c e  no- ins ur an ce , wh i c h  can be 
d e f i n e d as the as s ump t i o n  of r i sk \I1"i t h  no pr ov i s i o ns fo r fund i ng . \.J i t h  
l l l)- l n S l i r a nc e , t he un i t  ho pe s t h a t n o  l o s se s  wi l l  o c c ur o r ,  i f  they do , 
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that they can be pa id o u t  o f  the gene ra l opera t i ng budge t .  No­
i n su ra nce is almo s t al way s a da nge rous and uns ound me thod of manag ing 
ma j o r  ri sks . 
A sound ri sk mana gement prog ram us ing de d uct ibles , se l f - i ns u ra nce , 
or othe r f o rms of re t e nt lon wi l l  crea te res e rve fund s  f r om wh i ch lo s s e s  
w i l l  be pa i d .  Charging the op e ra t i ng de p a r t ment s unde r  a sy s t em of 
r e s e rve accou nt ing f o r al l no rma l lo s s es is of t en de s i r a b le . In this 
way , the de p a r t ment s  w i l l  be cogn i z ant of t he ne ed f o r  los s p r event ion 
and saf e t y . If the y have no res p ons i bi l i t y  f o r  the payme nt of any po r­
t ion of loss cla ims , they wi l l  have li t t le ince nt i ve to p r eve nt lo s ses . 
The re s e rve fund s es tab lished to pay the re t e nt i o n  le ve l should be 
regu la r budge ta ry it ems . The s i z e  of the res e rve f und s shou ld be 
d e t e rmined f r om ana l yse s of p r i o r  los s e s , comp a r i s ons of the f r equency 
of lo s s e s , and the amount s of cla im pa yme nt s  from i ns ur an ce ca r r i e rs 
agai ns t  the re t e nt ion le ve l s  cho s e n . An ad d i t io nal f a c t o r to be con­
s ide red is the reduc t ion of lo s s e s  f rom an ef f e ct ive saf e t y and los s 
p r event i on p r ogram . 
Ideally , adequate re s e rve fund s should be es tabli shed at the t ime 
a s e l f - ins u ra n ce p r og ram is es t a b l i shed . In ac t u a l  pract ice th i s  may 
be dif  f i cu l t to ach ieve and may ha ve to be accomp l i s he d  ov e r  se ve ral 
y ea rs t h r ough regula r add i t i o n s to the res e rve fund s  in each bu dge t 
yea r .  All res e r ve f u nds s ho u ld be se cu red and sho u ld be sepa ra t e  f r om 
the ge ne ral f und . Income de ri lied f r om iuves tme n t s of res e rve fund s 
s hould be cre d i t ed to the s e  fund s . 
( v )  S t o p - l o s s Ins urance . S t op-los s ins u ra n ce may be a pr ac­
t i cal s olut ion when a lo ca l  gove rnme nt de c i des to re t ai n ce rt a i n  risks 
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o r  t o  se l f - i n s ure bu t i s  con ce r i led t h a t  the sum of de duc t i b le s  and 
s e l f - i ns u red lo s s e s  in a gi v e n yea r may be exces s ive . F o r  examp le , a 
l o ca l  un i t CJay be \vi l l i ng to re t a in de d u c t i b le los s e s fo r prop e r t y  
damage up t o  $ 5 0 , 0 0 0  in a ye a r , bu t \..men th at le ve l i s  rea ched , i t  
want s t o  be ab le t o  t ra ns f e r al l ad d i t io na l los s e s  t o  a n  ins u r e r . Th i s  
c a n  be d o n e  th r o u gh wha t  is kn own a t)  s t o p- l os s o r  ca t as t r op h i c  
c ove r age . Such cove rage wo u l d be g i n  o nl y af t e r a to t a l of $ 5 0 , 0 00 i n  
l o s s es had be e n  pa i d by the communi ty . S t op -l o s s  ins ura nce is 
g ene ral ly ava ila b le at re la t i ve l y low cos t and ca n be pur chas ed as pa rt 
of the cogmuni t y ' s  to t al ins u ra nce pac kage . 
e .  " T "  - Trans fe r . A r i sk th a t  ca nno t be red uced or pr eve n t ed o r  
t ha t a lo ca l gove r nme n t  ch o o s e s  not t o  re t a i n should be t r a ns f e r r ed to 
s ome one el s e . S eve r a l  me ans of t rans f e r ri ng ri sk s are po s s i b le .  With the 
u s e  of a deduc t ibl e amount , al l lo s s e s ab ove the Ge d uc t i b le a re t rans f e rred 
t o  an ins ura nc e co npa ny . W i th full ins urance cove r age , the ins ur a n ce com-
p ar y cove rs a l l  los s e s up to th e lim i t s  of t he po l i c y _ With a 
" ho l d-h arml e s s "  ag r e eme nt , the con t r a c t i ng pa r t y  ag re es to take res pon­
s i bi l i t y f o r  lo s s e s  and to ho ld the t r ans f e r r i ng pa r t y  harml e s s  f r om any 
l o s s e s  t.vh i c h  may occu r . ( I nci de n t a l l y ,  " h old-h a r ml e s s "  i s  a co n t r a c t u a l  
a n d no t a n  ins n ra nc.e tra ns f e r . ) F i n a l l y ,  i n  sorae � t a t e s , s t a t u t o r y go ve rn­
m e nt a l immu n i. t y  tra n� f e r , '  res lJ o ns i b L  L i t y (o r l o s s f r oll t he lo ca l go ve rnne nt 
t o the i n j u red pa r t y . To a ce r t a i n  de gr e e , th i s  is the ca s e  in Te nnes s e e . 
A fa i r ly re ce nt and inc re as i ng l y  po p u la r me thod of t ra ns f e r r i ng r i s k is 
t h r ou gh insurance poo l s . Th e s e  a r e  f o rma l i z ed arrangement s ,  us ua l l y at the 
s t a t e  or subs t a t e re g i ona l le vel , of t e n fo rmed thr ou gh lo ca l go ve rune n t 
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a s s o c i a t ions , unde r wh i ch go ve r Jll:1e n t a l uni t s  ag r e e  to t r a ns f e r the i r r i s k s  
i n t o a po o l  cOI'l p r i s cd o f  s i m i la r l y  exposed e n t i t ies i n  re t u r n  fo r i ndem-
n i f  i c a t ion of los s es up to ce r t a i n limi t s . Po o l s  p r o v ide pr o t e c t  io n i n  
a lmos t th e same way a s  co nvent i o na l  ins urance cove rage . Wha t  make s a poo l 
e sp e c i a l ly at t r a c t i ve is the cos t savings res u l t i ng f r om the po o l ' s  red uc­
t i on of op e ra t ional exp ens e s  and e l imi na t i on of r r of i t s .  The s e  savi ngs are 
t h e n  ref le c t ed in redu c t ions in p r emium cos t s  to poo l  me mbe rs . 
The p r i n c i p l e  o f  insuranc e , wh ich is the po o l i ng t o ge t he r of ri sks and 
t h e  sha r i ng of los s e s  among the ent i r e  gr ou p  of ins u r ed s , is wha t  pr ov i d e s 
p oo ls with the i r  op e ra t iona l ca pa bi l i t i e s . The p r inci p l e of ins u ra nce is 
not a c r e a t ure of the ins u ra nc e  i ndu s t r y . Inde ed , it is an impo r t a n t  and 
v i t a l p r i nc i p l e tha t  ca n be used by any one . The fede ral gov e rnme nt , for 
e xamp le , us e s  th e pr i n c i p le of i ns urance in the Social S ecuri ty p r ogram . 
In 1 9 8 0 , a p o o l  f o r mun i c i p a l  gove rnne nt l i abi l i t y  r i s k s  was 
e s t ab l i shed in Tennes s e e , and in 1 9 8 1  a rJun i c i p a l worke rs comp e n s a t ion 
i ns ur a nce poo l wa s ini t i at ed . l .  oca l go v e r nme n t  ins u r a nce po o l s ex i s t  in 
o th e r  s ta t e s as Vle l l , and a t  t h i s  vr i t i ng po o l s  are be i ng cons ide �ed in ye t 
a dd i t i o n a l  areas . Gene r a l ly , local gov e r nment ins u rance po o l s  pr e s ent a 
s ou nd al t e rn d t i ve to comme r c i a l  i ns u ra n c e . The y may al s o  p r ovide the onl y 
f eas ible ap p r oa ch to i ns u ra n ce i n  t i me s �lhen cOlilme r c i a l  ins ura n ce is not 
ava i l a b l e  to local gove r nme nt s at reas ona b le p r i ces . The de c i s i o n  to us e a 
p o o l  or any ot he r mea ns of trans f e r ring ri s k ,  of cou rs e , sho u l d  be ba se d  on 
c a r e f u l  cos t-be ne f i t analy s i s .  
5 .  Imp l emen t a t i on . Imp l e fJe n t a t  ion is ill1 p o  r t a nt to a r i sk ma nageme nt 
p rog r am be a 11 5 e , no l:ta l t  - how we l l  a p r og r am may be conce ived , it is of 
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n o  p rac t i ca l  va lue unl e s s  i t  is imp lement ed . Lmp lement a t i on invo lves 
t aking sy s t ema t i c  act ion on al l p r o g ram element s in an orde r l y  and log i ca l 
f a s hi on . Spec i f ic pe r s ons should be prov i ded with bo th the au tho r i ty and 
r e s p on s i b i l i t y  ne ce s s a ry to ca r ry out element s of the p rogr am ,  and rea s on­
a ble t i me s chedu les should be deve l o p e d  f o r  impl ement at ion . All of thes e 
i t erns should be c ome c l e a r  once the p r og ram is f u l ly de velope d , but the y 
shou ld be made exp l ic i  t in ord e r  to avo i d  mi s unde rs t a nd i ngs and to enab le 
evalua t i on of p rogram e f f e ct ivenes s . Fina l ly ,  imp leme n t a t ion should be 
p la ce d  unde r the ove r a l l  sup e rv i s ion of the r i s k  manage r .  
6 .  Rev i ew and Evalua t ion . A r i sk manageme nt p r og ram doe s  not s top 
w i th imp lement a t ion . In o rde r f o r  the p r o g ram to ma i nt a i n  i t s  int egr i t y  
and value , i t  mu s t  be cont inua l l y  moni t o r ed and kep t  cu r r e nt . 
a .  Change . A r i sk management pr ogram tha t is ou t of da t e , even a 
ve ry goo d  one , be come s a bad r i sk management p ro gram . Beca u s e  i t  is da t ed 
i t  no longe r doe s wha t  was o r i g i na l ly int ende d . The program mus t ac com­
moda t e  t he cha nges and ad j u s tme n t s  that occur in the loca l  go vernment . 
He re are a f ew it ems tha t  req u i re regu la r a t t e nt ion . 
( i )  Changes i n  Prop e r t y  Value s . Bui ld i ng s , p ro p e r t y , 
veh ic le s , eq uipme nt , and o t he r obj e c t s  a r e  sub j e c t  to changes in va lue 
o r  rep la cement cos t s .  Rega rd l e s s  o f  the me t hod us ed , a ri sk ma nagement 
p ro gram regula r ly mus t  review real a nd pe rs ona l  p r o pe rty s chedu le s , 
i nve n t o r i e s , and va lues to ens u re tha t ad equa t e  re t a ined o r  ins urance 
c overage is ava i la b le to cove r a l l  exp o s e d  va lues . 
( i i )  New Prope r t y  Ac q u i s i t i on .  Al l eq uipment and p rop e rt y 
a cq l l i  red by le a s e  O [  pu r ch a s e  s ho u l d  be rep o r t ed to the risk manage r .  
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In this  way it ca n  be in c l u d e d  in th e ins urance p r o g r atil or co v e r ed i n  
s ome o t h e r wa y . I f  ne w ac q u i s i t ions are not re p o rt ed , pr o b le ms ca n  
o c c ur . In on e sma l l  ci t y  a $ 7 5 , 0 0 0  b u l l d o z e r  wa s no t i n c luded on the 
i ns u r a n c e  s che d u l e  f o r  ov e r  a yea r a f t e r  p u r ch as e . Had a los s o c c u r r e d  
t o  the bu l l d o z e r du r i ng t ha t  pe r i od , the ci t y  wou l d  hav e f o und that  it 
h ad un i n t e nt i o na l l y  re t a i ne d  a s i gn i f t can t ex p os u r e . A r ra ng i ng f o r  t h e  
a u t oma t i c  inc lus ion  of ne w ly acq ui r e d  p ro p e r t y  and eq uip raent und e r an 
i ns u ra nce p o l i c y  may he l p  t o  avo i d  t h i s p r o b le-ILl as �vou l d  s o und 
r e p o r t ing pr o ce d u re s . 
( i i i )  Changes i n  Pe r s onne l . Al l ch a ng e s  in p e r s o n n e l , 
wh e t h e r n e w  h i r �> s or in t e r na l ch anges , shou ld be rep o r t ed to the ri s k  
m a nage r .  Such changes of t e n a'- f e ct  emp l o y e e  be ne f i � p r og r ams or ha v e  
o t h e r  imp l i ca t  i ons f o r  the l o c a l  go ve r nme nt . In ad d i t io n , p u b l i c 
l i abi l i t y as \ve l l  as c i v i l ri gh t s ex p os u r e s ma y exi s t  as the re s u l t  of 
h i r ing ,  int e rna l promo t ion ,  or  d i s c i p l i Ll.a Yy p r a c t i c e s .  Fo r t he s e  and 
o t he r rea s ons , al l chang e s  i n  p e r s onne l ,  be nef i t  p r og r am s , and al l 
p o l i c i e s and p r o ce d u r e s a f f e c t i ng emp l o yme n t , pr OlJ o t io n ,  d i s c i p l i ne , o r  
r e t e n t i o n  s h o u l d  be rep o rt ed t o the r i s k  man age r .  
( i v )  �la t t e r s  of Law . The ri sk nanage r sho u l d a t t emp t  t o  
ke e p  cu r r e n t  �i t h  al l f e d e r a l  a nd s t a t e  c o u r t  de c i s io ns rega rd i ng r i s k , 
exp os ure , and l i a b i l i. t y as we l l  as f e d e ra l a 1ld s t a t e  s t a t u t e s  and l o ca l 
o rd i na n ce s . Kno w le d ge of ch a ng e s in la lrJ ca n help av o i d  cos t l y roi -- -
t ake s . 
( v )  Chang e s  i n  De p a r t men t a l  Op e r a t i on s . To ant i c i p a t e  o r  
e v e n  t o  le a rn o f  ch a ng e s  in dep a rt me n t al o p e r a t i ons i s  some t ime s d i f -
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f i cu l t , es p e c i a l ly i n  la r g e r gove r nme n t a l un i t s . S uch ch anges , 
h oweve r' ,  may ha ve se r i o us ri sk manageme nt im p l i c a t i o ns . As an examp le , 
changes in me t ho d s  of ref u se co l le c t  i.on , the u s e  of ne\v pi e c e s of 
e q u i p ment and ot h e r se emi ng l y  munda ne op e ra t iona l  ch ang es ne a n  new and 
d i f f e r ent r i s k s . Thes e  r i s k s  sho u l d  be eva l uat ed and ap p r op r i a t e 
c on t r o l  me as u re s  ins t i t u t ed .  Change s in de p a r t me n t a l op e ra t ion s should 
he rep o r t e d  to the ri sk ma nage r f o r  po s s  i hIe ac t ion . 
b .  Program Rev i ew . The r i sk ma na g e r  shou ld un de r t ake a corap le t e  
a nd tho r ough r e v i e w  and eva lua t io n  of th e pr ogram to de t e rm i ne it s cove ra ge 
a nd ef f e c t i v e nes s on a t  le a s t an a nnu al ba s i s . The rev i ew pr o ce s s  shou ld 
i n c lude a l l  of the s t ep s i nvo lve d i n  es t a b l i s h ing a p r og r am a nd should 
c o ve r a l l  p r o c e d u r e s  and o p e ra t i o ns of the lo ca l gove rnme nt . E f f o r t s  
s ho u l d  be Inade t o  de t e nni ne wh e t h e r ri s k  cont r o l  p r o ced u r e s a r e  be i ng 
c a r ri ed ou t as o r i g i na l ly in t end e d  and wh e t 11er Do r e  cos t- e f f e c t ive Q€ t h o d s  
o f  ac c om p l i s h i ng ri sk ma nageme nt o bj e ct i ve s ca n be ins t i tut ed . S itli l a r l y , 
a r e i ns p e c t i o n  of a l l  p r o p e r t y ,  fa c i l i t i es , eq ui p me n t , and op e ra t i ons 
s hou ld be unde r t aken . P e r i od i c  re i ns p e c t  io ns shou ld i n c lude a l l  s t ep s  tha t 
w e r e  taken in the ini t i a l  ins p e c t ion , should lo ok f o r  ne\l ex p os u re s , and 
s ho u l ct de t e rm i n e  whe the r co r r e c t i ons to p r o b lems not ed i n  ea r l i e r  ins p e c ­
t i o ns ha v e  be e n  1-1;'\P leme n t ed . 
< • • I n s u ra n c e  R e v i e w . 1\ c OIUl:lu n i t y ' s  i ns u r a nce p r og r am should be 
(" <:, v i e wed L<�g u Ll r l y ,  a t  l e a s t tw i Ct� il yea r ,  \.oJ i. t l l the rell u i reltle n t  tha t the 
i ns u r a n c e  co m p a ny o r  a ge n c y  s u bm i.  ' - reg u la r ("e p o r t s  on p r em i u ms , l o s ses 
p a i d , re t e n t ion , sche du le s of cove rage , se r v i ce s  p r ov i d e d , and r e c ommen-
d a t ions f o r cha nges in the ins uran c e p r o g r am .  Al s o , the i ns u rance ma rke t  
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s ho u ld b e  tes t e d  p e r i o d i ca l ly .  The f req ue n cy wi t h  wh i ch an ins urance 
p r ogram shou ld be res ubmi t t ed f o r  b i d s  is a ques t ion th a t  wi ll de p end upon 
a lo ca l gove rnme n t ' s  i ns u r a n ce re q u i r eme n t s and t he comp l e x i t y  of i t s 
p r og ram . Re b i d d i ng o nce eve r y  thr e e to f i ve yea rs ap p ea rs to be a sound 
a nd rea s ona b le pract i c e . Ef f o r t s  sh o uld be ma de by the ri s k  mana g e r  to 
e ns ure tha t ava i la b l e and p r omi s e d  se r v i c e s f r om the i ns u r a n ce company or 
a g e nc y are f o r t h co m i ng .  I f  re p o r t s ,  i nf o rma t io n ,  a nd ot he r s e rv i c e s  a r e  
n o t  p r ovided ade q ua t e l y  o r  ef f ec t i v e l y , th i s  shou ld b e  co ns i de r ed i n  f u t u r e 
i ns u r a n ce p u r c h a s e s  f r om a pa r t i c u l a r  agency or c ompany . 
d .  Lo s s  Con t r o l  Eva l ua t ion . A p r og c a m ma y Vlo r k  we l l a t  o n e  t i me 
bu t may l o s e  i t s  cos t -e f f e ct ivenes s as the res u l t  of ch a ng i ng ci r cum-
s t ance s . In view of the de c r eas ing r e tu rns of any lo s s  co n t r o l  p r ogram , 
e ve r y ef f o r t shou l d  be ma de to ens ure th a t  expend i t u res fo r los s  cont r o l  
a r e  me t o r  exc e e d e d  b y  re du c t i o n s  i n  los s cos t s . As a pa r t  of th i s  p r o -
c es s , es p e ci a l l y whe c e a ri s k ma na geme n t  p c o g r a m  i nvolv e s  s i gni f i ca nt 
r e t e nt ion \-li t h  ce s e rve f u n d s  se t as i d e  f o r  los s paYlile n t s , the r i s k  manage r 
s ho u l d  ma i nt a i n comple t e a nd up - t o- da t e  i nf o rma t i o n  o n  the f und ba la nce 
e xp end i t u r e s , and ea r n ings . In th i s  way , de t e rmi n i ng \.,rhe the r res e r ve fu n ds 
a re ad e q ua t e  t o  mee t lo s s  payme nt p r o j e c t i o ns wi l l  be po s s i b le . 
C .  Summa r y  
Th i s  Chap t e r  h as p r e s e nt ed a re c omme nded and p r ove n p r o ce s s  f o r  
o p e ra t i ng a lo ca l go ve r l1l .1e n t  c i s k  mani'lgeme nt p r og r am . It has di s cu s se d  
s eve ra l ma j o r  p r i nc i r l e s  t h at l1nd e r l i e  s u ch a IHl) g ralU ,  i n c l udi ng t he la rge­
l os s  p r i n c i p l e , un i t- l o s s o n c e p t , c os t - e f f e c t i ve ;J na l y s i s , ava i la b i l i t y  of 
i ns u ca n c p. , a nd the bi dd i n g o f  i ns u ra nce . I t  has d l s o  d i s cu s s e d t he s ix 
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ma j o r  s t e p s  invo lved i n  a ri s k  ma nageme nt p r og r am : s e t  t ing go al s and 
o b j e c t i ve s , ri s k  ide n t i f i ca t ion , ri sk me a s u r eme n t , de ve l o p me n t o f  al t e r­
n a t ive r i sk ma nagerne n t  mea su re s , p r og r atn imp leme nt a t io n ,  and p r o g r rull 
r ev i ew .  
Ve ry few th ings in li f e  prov id e  i r on- c la d  gua ra n t ees . Ri s k  ma nagelJe n t  
i s  n o  excep t i on . By fo l l ow ing the princip le s se t f o rt h  in th i s  Hand b o ok ,  
h mlleve r ,  l o ca l  gove r nme n t s w i l l be f a r le s s  li k e l y  t o  mak e  cos t ly and pa i n­
f u l e r ro rs in the ma nageme n t  of the r i s k s  that i nh e re in the i r  op e ra t i o ns . 

CL I A PT E R  V 
TY P ICAL EXPOS URE S  AND RISK MANAGEMENT CONTRO LS 
A . Overview 
R i s k s  of lo s s  bo t h to pe r s ons and prop e r t y exi s t  th ro u ghout mo s t  lo ca l 
g ov e r nme nt ope r a t  i o n ' • Some a re res t r i c t ed to ind i v i du a l  depa r t ment s or 
f unct i o na l areas , such as publ i c  saf e t y  or pub l i c  works , wh ile ot he r �o re 
ge ne ra l exp o s ures ca n be f ound th r o ugh ou t lo ca l go ve rnme nt . Thes e  inc lude 
p rop e r t y  los s es res u l t i ng f r om the f t or f i re and l i abi l i t y ac t ions ( i . e . , 
la\v su i t s ) a ga i ns t the gove rnme nt al uni t ,  i t s  of f i c e r s , or em.p lo yees . 
Jus t as loca l go ve rnme nt s face nume r o u s  ri sk s , the y may pu rs ue nu rae r o u s  
a l t e r na t ive r i s k  ma na g e me n t  cont r o l mea s u r es i n  o rde r to e l imi na t e , red u ce , 
or t r a ns f e r  r i s k s . The p u rp o s e  of th i s  Chap t e r  i s  to pr e s e n t ty p i c a l  
examp le s of r i s k s  i n  l o ca l go ve rnme nt a l  op e ra t io ns a s  wel l as t yp i c a l  
a l t e rnat i ves f o r  r� naging the m .  
T h e  t e rm " t yp i ca l " is us e d ad v i s e d l y .  F i r s t ,  the as s umpt ion should not 
be made tha t THE ans we rs to a l l  q ues t i o ns about lo ca l governme n t a l r i sk , 
exp os ure , and r i s k ma nageme n t  are p rovided . Ra t he r , th i s  ch ap t e r  p r e s e nt s  
examp le s tha t the my t h i c a l  ave rage  pers on mi gh t obs e rve i n  the eq ua l l y  
my t h i c � l  �ve rage l o ca l  gove rnme n t . Se co nd , al t hou gh almo s t all loca l 
g o ve rnme n t s  sha n� a nu m be r o f  ch a ra c t e r i s t i c s  i n  commo n , i n c lu d i ng s p e ci f i c 
e xp o s u r � s  to lo s s , no t r u l y t y p l c rt l  L o ca l go v e nlllle nt ex i s t s . Thu s , the s e  
e xamp l e s  sh o u ld no t be v i e wed a s  a n  exhau s t  l ve t r ea t me n t of t he su bj e ct . 
They shou l d , howev e r , p r o vide a mo r e  co nc r e t e  idea of the risks f a c e d  by 
l o ca l gove rnme n t  a nd of s ome of the mo re commo n al t e rna t ive cont r o l  
mea s u r e s . 
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B .  Exp o sure s . 
Lo ca l gove rnUle nts conf r on t thr e e  pr i nc i pa l types of exp o s ures . The y 
a r e  li ab i l i t y , pe rs onne l , and prop e r t y ex p o s u r es . 
1 .  L ia b i l i ty . Liab i l i t y  means the l e g a l  r e q u i r e Qent or obl iga t i o n  o f  
a pe r s on , corpo r a t ion , o r  l o ca l  gove rnmen t t o  r e s t o re t o  v a lue a l o s s  i t  
has caused t o  an injured p a rt y . P e rhap s the mo s t  o bv i ous examp le is 
l i a b i l i t y  ar i s ing ou t of the op e ra t i on of mo t o r  veh i c l e s .  I f  a ve h ic le 
owne d by a loca l gov e rnme n t  shou ld co l l i de in an "at f a u l t " ac ci dent wi th 
a no t h e r  veh i c le and cau s e  in j u ry , de a th ,  or p r op e rty damage , the lo ca l  
gove rnment is li a b le f o r  the da ma ge s  cau sed . The act ua l arJ.ount of damages 
l e ga l l y  re q ui red to be pa id or that ca n lega l ly be awa rded by a c o u r t  wi l l  
v a ry f r om s t a t e  to s t a t e ,  b u t  the p r i n ci p l e rema i ns the sarue--l o ca l  gov e rn-
me n t  li a b i l i t y . 
S i mi l a r l y ,  sho u l d  an el e c t ed of f i c i R I o r  a n  em p l o ye e  of a lo ca l  go ve r n-
men t in h i s  or he r ca p a c i ty as an age nt of the lo ca l gove rnme nt t ak e an 
a c t i o n  tha t , i n  cont ravent i o n  t o  law , damage s anot he r pe rs on--e . g . , a code 
i ns p e ct o r ' s il lega l co nde mn a t ion of a home or a po li ce of f i ce r ' s il legal 
a r r es t of an inno c e n t p e r s on-- l o ca l  gove rnme n t a l  li a b i l i t y aga i n  ar i s e s as 
l aw su i t s £ r o11 a r ound the count ry wi l l  a t t e s t . *  
2 .  Pe r s onne l .  A p e r s o nne l ex p o s u re i s  any s i t uat i o n o r  i n c i d en t  in 
wh i ch a n  o f f i c i a l o r  emp loy ee o f  t h e  l o ca l g o v e rnme n t  i n  h i s  o r  h e r  
* F o r  d i s c ll s s i o n  o f  t h e  J. i. I:t i t s  o f  l n c a l go ve n l :lC n t  to r t  l i a b i l i t y in 
T e n ne s s e e , s e e  Chap te r V 1 . S e e  ;1 1 8 0  the s u nma ry of Tennes s e e ' s  
Gove rnme n t a l T o r t  L i a b i l i t y  La w in Ap pend i x  D .  A l t hough s t a t e laws may 
l imi t l o ca l go v e r nme n t a l  liabi li ty and the li a b i l i t y of loca l of f i c i a l s , 
f ed e ral law does not . For examp le , unde r 4 2  USCA Sec . 1 9 83 , ind i v i d ua l s  
ma y br i ng su i t  i n  f ede ra l c ourt aga ins t lo ca l go ve rru:le nt a l of f i c i al s f o r  
a lleg ed vi o la t i ons of civ i l r i gh t s . 
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cap aci t y a s  a n  agent or emp l o ye e  of the l o c a l  g ove rnmen t i s  exp o s ed t o  
bod i l y  in jury o r  d e a t h. Ev e n  the simp le s t  op e r a t i o n ca n pr e s e nt haz a rd s  to 
l o ca l  go ve nllae n t  emp loye e s . For exa mp le , th e f a i l u re to rep la c e  de f e ct ive 
s t o p s  on a fi le cabine t drawe r may ca u s e  a dr awer to fa l l  and inj ure a 
c le r i ca l worke r . F a i l u re to u s �  a h e a v y  du t y  ex t e ns i o n  c o rd fo r e l e c t r i c a l  
e q  ui p ne n t or f a i l u  r e  t o  rep la ce a da ma ged c o  r d  p r e s e n t f i  r e  haz a r d s  th a t  
may res u l t  i n  i n j u r i es o r  los s o f  li f e . Po o r l y  des igned eq ui p Iile n t  and 
i nade q ua t e  or im p ro p e r t r a in i ng p r e s e n t saf � t y  hazards and a r e almos t 
g ua ra nt e ed t o  produ ce emp loye e in ju r i es ,  los t - t  ime ac ci de n t s , and me d i ca l 
a nd w o r k e r s compe ns a t io n  cla ims . 
3 .  P r op e r t y .  A p r o p e r t y  exp o s u r e  i nv o l ve s the loss o r  r e duc t i on o f 
value of p r o p e r t y  owned b y  the l o ca l g ove r nment . S uc h los s can be comp le t e  
o r  p a r t  l a l  and ca n be the res u l t  o f  ac c i de nt s , va nd a l i s m , ma l i c i o u s  
m i s ch i e f , the f t ,  E i  re , une x p l a i ne d  di s a p p ea ra nc e , a d na tu r a l  eve nt s s u ch 
a '  f l oods or ea r t hq ua ke s . 
A s  \vi th l i a b i  l i t y and pe rs o nnel 0x p o s u r e s , [no s t p r o p e r t y ex p o s u r e s  ca n  
b e  an t i c i p a t e d and el imina t e d , red u ced , o r  t r a ns f e r red wi th pr o p e r  sa f e ­
g ua rd s . F o r  e xam p l e , mil l i ons of do l la rs in va l n e  a r e los t annu a l l y  as the 
r e s u l t of emp l o y e e  d i s hone s ty and thef t ,  inv o l vi ng sl lch se efJ.i ng l y  in no ce n t 
a c t s  as "b o r r ow i ng " go ve rnm e nt eq u i p I!le n t  a nd s up p l i es ( e . g . , pe ns and pe n­
c i l s or s ma l l  au t o ma t i v e  pa r t s ) t r om inve n t o ry as � .... el l as ma s s ive ca s e s  of 
f raud . H ow S i l:l p l e t o  red u ce t hp s e  los s e s  by an t i c i pa t i ng th em . P r og rams 
s ll c h  d�' i n ve n t o r y c o n t- r ) 1 , n� s t r i c t ed wa r�hol1 e ilC c.e s s ,  a nd i ns t a l la t ion of 
p r o v e d  l '  f I' ec L i Vp • 
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4.  On- v s . O f f - Premi s e s  Expo s u re s . Exp os u res are of t e n ca t ego r i zed as 
on-p re m i s e s  or of f-p re m i se s  exp o s u re s . Th i s  is a ha nd y way of de s c r i bi ng 
e xpo s ur e  loca t ion as we l l  as the probab le de gree of co n t r o l  a lo ca l uni t  
has ove r the expos ure . 
An on-pr emi s e s  exp o s u re i s  one at a f ixed l o ca t i o n  fac i l i t y  s uch as a 
gove rnme nt al bui ld ing . F ixed p r o p er t i es p r e s e n t  r:i sks that no rma l ly a re 
c o r re c t able . P e r i o d i c  ins p e c t ions sho u ld be made of al l lo ca t io ns to 
de t ect i t ems tha t  ca n ca u s e  in j ury to the publ i c . Typ i ca l  exp o s u r e s  mi gh t 
i n clude broken s t ep s on an ou t s i de s t ai r way lead ing int o a publ i c bui l di ng 
o r  an es p e c i a l l y  s l ip pe ry f lo o r  in a publ i c  wai t ing room . 
O f f -p remi s e s  expo sures a r e  t h o s e  away f rom f ixed l o ca t i on p r o p e r t i e s . 
The s e  invo lve s u ch th ing s  as s t r e e t s ,  s idewa l ks , and t r af f i c  co n t r o l  
d ev i ces . For examp le , whe re an e n t i ty has p r ov ided a t raf f i c cont r o l  
d evice a nd the de v i c e  doe s  not op e ra t e  or op e ra t es def e c t ive l y , an of f ­
p remi s e s  ex p o s u re ca n be sa i d  t o  ex i s t . Ano t he r cocmon of f-p remi s e s  expo­
s u re is a de f e c t ive s t r e e t cond i t ion , such as the ubi q ui t ou s  pot ho le . Each 
governme n t al uni t should ins tr uc t  i t s emp loyees to rep o r t  such c o nd i t ions 
p r omp tly . 
Unde r the Tennes s e e  law ( TCA 29- 20- 10 1 e t  seq . ) a lo ca l  go ve rnmen t  is 
l i a ble for i n j uri es re s u l t i ng f rom a de f e c t ive condi t io n  if it is aware of 
t he co nd i t  i o n  p r i o r  t o the t ime of the R c c i de n t . I t  may be awa r e  as the 
res u l t  of e i t h e r  ac t ua l  o r  cons t ru c t i v e no t i c e . Ac t ual no t i c e me a ns wh a t  
i t  say s : someo ne ( a  c i t i z e n  o r  emp loy e e ) h as no t i E i d the lo ca l go v e r nme n t  
o f  a da nge r o u s  c o ndi t i o n . Cons t ru c t ive no t i ce mea ns tha t , oth er th i ng s 
be ing equal , t h e  local go ve rnme nt should have k.nown of the ex i s  ten ce of a 
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dange rous cond i t ion . Sup p o s e  a potho le go es unrep a i r ed for several we ek s 
duri ng whi ch t ime p o l i c e and publ i c  wo rks veh i c l e s  pas s  by it da i ly . 
Should a ci t i z en damage his au t o  in the po t hole and sue the loca l gove rn-
ment , the cou r t  may we l l  ho ld in the ci t i zen ' s  favo r . Und e  r thes e ci r-
cums t ances , the l o ca l  government shou ld have be en awa re of the pro blem and 
should have co rrec t ed i t . 
5 .  Veh i cu l a r  Exp o s u r e s . Ri sks af f e ct ing lo ca l  government s ca n be 
f urthe r clas s if i e d  into two ma j o r  ca t ego r i es : veh icular and non-veh icu la r . 
Veh icle s of t en rep res ent a subs t ant ial concent rat ion of values tha t are 
exp o s e d  to lo s s ,  even ca t as t r ophi c  los s .  Furt he rmo r e , veh ic le op era t i on 
u sual ly invo lve s  the grea t es t ac t u a l  annual do l la r  l os s  t o  a lo ca l . gove rn-
ment e Thu s , d i s cu s s ion of veh i c le exp o s ures as a sep a r a t e  ca t egory i s  
jus t i f i able . 
F ou r  t yp i ca l  veh i c le exp o s u res are of conce rn to lo cal gove rnment s :  
l o s ses res ul t ing f r om imp rop e r  and inade qua t e  ma i nt enance , l os ses res u l t i ng 
f rom imp rop e r  dri v i ng habi t s  or t e chniq ues , dama ge t o  the lo ca l  
g overnment ' s  p rope r t y  and in j ury t o  i t s  pe r s o nnel ca u s ed b y  othe r pa rt i es , 
and unre la t ed p r ope rty damage . Unrela t ed p r op e rt y  dama ge ca n be furthe r 
d ivided int o limi t ed and ca tas t r op h ic exp o s ure . 
a .  Ma int enance . In an e ra of increas ingly t i gh t  bud ge t s ,  loca l  
g ove rnme n t s  may de c i d e  to de f e r ma i nt e nance on veh i c l e s  and eq u i pme nt in 
o rder to save mo ney . Th i s  is the ep i t ome of sho r t -s ight ednes s .  As the TV 
ad so el oquent ly put s i t , II You can pay me now or pay me 1a t e  r .  I I  De f e r red 
ma int ena nce i s  me rely de f e r re d  cos t ,  and de f e r red cos t of th i s  ty p e  i s  
o f t en subs t a nt ial ly mo re exp ens ive a t  the t ime i t  o c cu rs than a t  the t ime 
ma i nt e nance was ini t i al ly req u i r e d . 
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l l n r e p a i red ) f l n Fl. l 1 y  fa t 1 e d . 
darl age t o  s e v e r a l  ve h i c le s . j� o t  01 1 1  Y mu s t th b[' dke� 0 1 1  tl e v h i e L � be 
rep la ced , b u t  by de f e r r i.ng ma i nt e na n c::e o n  th i s  pa r t  iC l l la r  ve h i c le the lo ca 
g o ve r nme nt mIl S t now re p a i r the ga r bage t r u ck a nd pay the cos t s  of re p a  i r i  ng 
t h e veh i c ]  e s  wh i c h t e t r u ck d;}[lar, e d . 
I e  s ex p e n s i v e  a l t e rna t i ve . 
Def e r r ed laa i n t e na n ce wa s ha rd l y  a 
b .  D r i v ing Ha b i t s . Ho\-] m ny " c owbo y s " a r e in th lo ca l  po l i c e  o r  
s he ri f f ' s  de p a r t me nt ? Loca l of f i c i a l s  are a l w ay s su r p r i s e d to I a r n  tha t 
o n  the a ve ra g e � r � la t i v e l y  f e w  i nd i v i d ua l s  a r e  res p o ns ib le f o r  the 
ma j o r i ty of " a t f a u l t " veh i c l e ac c l d e n t s . The s e  pe r s o ns ca n ea s i l y  be 
i de n t i f i ed , t he i r ex c e s s e s  co nt r o ll e d , and the i r dr i vi ng hab i t s  co r r e c t ed 
o r  the i r  s e rvi _es t e rm i na t ed .  
Anothe r s u r p r i s e to l o ca l o f f i c i a l s  i s  tha t a l l to o f r eq ue n t l y  dr i ve rs 
a r e f ound in t he i r emp loy who e i the r a r e  not li c e ns e d , la ck s p e c i f i c 
t [' a i n-i ng r 0 r  t� le ve h i c l e  t h e y  op e ra t e ,  or h av e be e n  rlwa r-d e d a n  ex c e �.> �) i ve 
numbe r. o f  mo v i n g vi o la t l o n  c i t a t i o ns ( i . e . , spe ed i ng ,  d r u nk d r i v i ng , . t e . ) .  
C o r r e c t  ive mea s ure s fo r each of t he pr ble f\lS no t �d h re a s imp l � , e rl s y  Lo 
a d m i n i s t e r , �nd co s t -e f f e c t i v e . A p r og ram fo r d r i ve r  co n t r o l i '  p r s e n t ed 
l a t e r  in t h · s ch ap t e r . 
c. • Th i r d  �a r t y  Ac c i d e n t s . Ano t � l e r ma j o r  veh i c u l a  L exp o s  ure 
i nvo lve s  a c c  · de n t s  tha t are the fau lt and he nce the f i na nc i a l  res po n-
s i bi l i ty of o t he r '"Ja r t ie s .  In rna ny ca s e s ,  do l la r lo s s e s  a nd eI!lp l o y e e  
i njur i es ar i s  i ng f r om. th is t y p e  f ac c i de n t a r : �  �:)ll hs t a n t  ial . Y e t  ma ny 
l o ca l go ve ru l le n t s  have ne i t h e r a po l i c y  nor the p r o ced. r e s  to r e " : ove r ;-{u h 
we re p re s e nt ed in Chap t e r  1 1 [ .  The s e  or s o me va. ci. · t ion of t h  1U shoH ld he 
imp lement ed by al l loca l government s .  
d . Other Damage s .  The owne rs of mos t  pr i vat e au t omo b i les have 
wha t is known as comp reh e ns ive insura nce coverage f o r  the i r veh ic les • 
Comp rehe ns ive cove rs such thi ngs as vandal ism,  thef t of an au t o ,  glass 
breakage , and damage due to f i re ,  flood , and othe r na tural di sas ters . Many 
loca l  gove rnme nt s al s o  buy comprehens ive coverage f or the i r  veh ic le s in 
orde r to re turu va lue in the case of such los ses . 
( 1 )  I nd i vidual In c ide nt . More ap prop ri a t e  and le s s  cos t l y 
r isk manageme n t  t e chn i q ues than comp rehe ns i ve ins u ra nce a re ava i la b le 
fo r the kinds of los ses to veh ic le s  me nt ioned above . A loss  p r e ve n t i o n  
p rog ram co up led wi t h  a funded se l f-ins u rance ef f o r t for comp rehe ns ive 
t ype lo s ses may make mo re ec on omi c sense than i ns u ra nce . As a ll 
examp le , one l o ca l  gove rnme nt exami ned by the au thors had pa id ou t as 
much in insurance premiums for gla s s  breakage as the ci t y  rece i ved f r om 
the ins u rance company in los s  payment s .  Nei ther the ci ty  no r the 
i ns u rance company could benef i t  f rom this arrangement . 
( i i )  Cat a s t rophic Exp os ure . Anothe r type of p r o p e r t y  damage 
exp o s ure to veh icle s is likely to be fa r mo re se ve re than the ind i v i-
dual comprehe ns ive expos ure . This  is the exposure to a ca t as trophic 
lo s s . Mos t communi t ies of any size have la rge numbe rs of veh ic le s  of 
vary ing ty pe s . P e r i od i c a l l y ,  the s e  are pa rked i n  la rge groups in one 
o r  a few l o ca t i ons . F o r  examp le , d u r i ng the s umme r mo nths , Nashvi l le 
has scho ol buses  wor t h  ove r $ 1 0 m i l l i o n  parked in a s i ngle loca t ion . 
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The p ro ba b i l i t y tha t a ca t a s t r o ph l� eve n t -- t  ) r n.ad o , t i re ,  f l o od , o r  
h a i l--wi l l oc c u r i n  N a s hvi l le o r  i n  any 1 ca l un i t with a s imi la r con­
ce n t ra t i o n of val ues and da mage o r  de s t r o y mo s t  o r  a l l  of t he s e 
veh i c l e s  is probably fa i r ly lo w . C a t as t r o p h i c  los s e s  do no t occ ur f re­
q ue n t l y , but the y do oc c u r  and res u l t  in s i gn i f i ca n t de s t r u c t t o n . 
S h ou ld a ca t a s t r o phe oc c u r  and ;::t s i z ea b l e numbe r of vehic les be 
dama g e d  o r  de s t r oyed , the do l la r lo s s  wou ld be c.ons ide rab le--p r o ba b ly 
mo r e  than the lo ca l go ve rnme n t  cou ld eas i l y  abs o r b ,  ei the r ou t of i t s  
op e r a t i ng bud ge t o r  se l f - i nsurance f und . Even wi t h  go od los s c ) nt r o l  
p r ocedu re s trans f e r r i ng the r i s k  of ca tas t r ophic los s e s t o  a n  i ns u rance 
co mpa ny is o f t e n  a sound p ra c t i c e as is ins t i t u t i ng los s cont r o l p r o ce ­
d u res to li mi t o r  red u ce t h e  cha n ce s of thes e los s es . A l o s s  c o n t r o l 
p r og r am t o r  veh i c le s , at the H1i ni Dum , wou ld se cure pa rked ve h ie le s 
( i . e . , by pa rk ing them w i t h i n  a clos e d  ch a i n- l i nk fe nce and by lo ck i ng 
t he m  a nd r e mov i ng key s ) , p r ov i de adequa t e  li gh t i ng f o r  pa rk i ng lo t s , 
l imi t "eh ' c le conce nt ra t i o ns as fa r as p r ac t l e a l , and pat r o l  ve h i  le 
l o ca t i ons . 
c .  Depa r tme n t a l  Rev i ew 
S e ve ra l  ba s i c exp o s u r es are co mmon to mo s t  lo ca l go ve rnment al p e ra-
t i ons . Thes e exp os ures can be c la s s i f i ed as li ab i l i t y ,  pe r s onne l , p ro -
p e r ty , or veh ic le exp o s ure s . Gene ra l l y app l i c a b le me as u r es can be imp le -
men t e d to co n t r o l  los s es in each ca s e . 
The re ma i nde r of t h i s  Chap t e r  ou t l i ne s ri sks tha t are di s t i nc t i ve of 
p a r t  i c u la r  de p a r t me n t s or f u nct i o nal areas in l o cal go ve r nme nt . I t  al s o  
p re s e n t s  a l t e rna t i ve me ans of el im i na t i ng , reduc i ng , o r  t r a ns f e r r i ng t ho s e 
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r l n k H . No t ri l l de pa r Hu n t s o r  fU I l , t i. o na 1 :l r, ' a s  a n-' cov ' r 'd i n  l: h l :->  
;} n 3 1 Y H t � , no r rl r n l l r i s k s  i l l l:!:1 . 1 1  :l r l! n  d i s c u ssl.!d . I ns f l' <.l i , ; 1  t , \..r 
e Xar.1p lCH a ce p r ov i ded that  wi l l  be i l lu s L r'l t i v f_  of good ri sk ma nageme nt  
p r i n c i p les  a nd prac t i ce s . 
The de p a rt me nt s  a nd fun e t  i. o nal areas covered inc lude publ i c sa f e t y  
( p o l i c e  a nd f i r e ) , publi c works and ut i l i t ies , ga rage op e ra t ions , pa rks and 
r e c r ea t i on , of f i c e  ope r a t i ons , fina nce , and boa rds , com i s s i ons , a nd coun­
c i l s . In ad d i t ion , a brief veh i c le use prog ram is  p r e s e n t ed a t  the co nclu­
s io n  of the chap t e r . 
1 .  Publ i c  Saf e t y . 
a .  Ge ne ra l . 
e i )  Pe r s onne l se  l e c t i o n  i !=;  ont' of the I, o s  t i utI  0 r l a n t  con­
s ide ra t i o n s  f o r  pol i ce a nd l i r /� depa rl l,l nt 8 .  �OO I� h i r i n g p re c t  ic S .a n 
c re a t e  s e r i ou s  proble ms f o r a loca l Of�Hlll i ll i t Y • In po l i ce a nd f i r  
d e p a r t me nt s ,  ac t io ns by emp loyees ma y  exp os e the lo ca l gove rnme nt  to 
s e r i o u s  li abi l i ty or da mage c la ims . 
c a n  lead to ci v i l ri g h t s su i t s . 
Als o , imp r ope r h i r i ng pra c t  i c e s  
Exhau s t i ve . nves t i g a t i o ns shou lrl be co nd u ct ed i L1 t o  the ba ckgro und 
of ea ch p ro s p e c t ive emp loyee , and pe rs o nne l ru les a nd rcgu la t io nt> 
s h o u ld be ad o p t e d  to enS U L� f a i r nes s I n  h i r i ng . C a ref u l  ('x 'lmi na t iu n  o f  
a l l  ap p l i ca n t s should a l s o  be u nd � r t ak e n  to  e l i m i n rt t e tho s e  I1 t > L  
q ua l i f ied by educa t ion , t r .1. i ning , t er,l p e r;.uoe nt , and capabi l t t y t o  be 
p uhli c srlfe ty of f i c e r s . Na turfll ly , al l emp loYCle nt exam i n a t io ns sho u ld 
b e  f re e  of bi as and sho u l d  t es t only fo r ski l ls req ui red fo r the jo b .  
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( l i )  T ra i n i ng is an (�s s e n t i rt l i ng red ' e n t  i n  r i s k  red u ' t lo n 
i n  bo t h  the po l i c e  nd f i re de pa r t ment s .  By th i s  at le as t f o u r  t h i ngs 
a re me an t : 
( a ) Re c ru i t T ra i ning in ce r t i f i ed aca demies o r  
p rogr ams . To o o f t en sm 1 1  loca l  go ve rnme n t s  hi re po l i ce o f f i c e rs o r  
f i re f i gh t e rs and put them t o  work wi th mi n i mal t r a i ni ng o r  wi t h no 
t ra i ni ng a t al l .  An un t rained , unq ua l i f i ed publ i c  sa f e ty of f ic e r p re­
s ent s  a uni q ue do uble expos ure . F i r s t ,  by no t know ing h i s  or he r jo b ,  
the of f ice r ma y enda ng er l i f e  or p ro p e r t y , and se c ond , the of f i c e r  may 
exp ose the lo ca l go ve rnme n t  to un iq ue li abi li ty cla ims as a res u l t  of 
h i s or he r ac t i ons . 
( b ) Regul a r In-s e r v i c e  Tra i n ing i n  s u b j e c t s of a 
ge ne ra l na t u re af f e c t i ng the go od o f  t he se r v i c e  and i t s  ge n ral ef f i­
c i e ncy , e . g . , tra ini ng in laws and co u rt de c i s io ns af f e ct i ng su s p e c t s '  
r igh t s  and se a r ch and se i zu r e . 
( c )  Spec ial i s  t Training , f o r  examp le , fo r op e ra t Lng 
s op h i s t i c a t ed f i r e f i gh t ing equip me n t  or to pe r f o rm s p e c i a l i z ed res cue 
t asks . 
( d ) Ve h i c l e Op era t�on , p r i ma r i l y  de f e ns ive dr i v i ng , 
eme r ge n c y  veh i c le op e ra t i on , and s p e c i a l i z ed veh i c le op e ra t io n . Lo ca l 
gove rnment s sh ou ld ens ure tha t al l tra i n i ng is ade q ua t e and ef f e c t ive 
and tha t i t  is prov i ded f re q uent ly enough to be Iilean i ng f u l .  In ad d i -
t ion , a l l  tra i ning shou l d be dO CUl ent ed bo t h  in lnd i vidua 1 pe rs o n nel 
f i les and de p ar t me n t a l  mas t e r  re co rd s . 
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( i i i )  Commu n i c a t i o n  i� anot he r cri t ical p u b l 1 1.  saf .:> t y  3 rl! �l . 
E f f e c t i.ve eq u i p me n t  an(l an ad e q ua t e  ba kup  ca p a b i li ty , uf cou rs e , ; lre 
e s s e n t i a l . The e f f e c t i ve n es s o f  cOJ11 ffiu n i. c a t i o n  ha rdwa re , ho we v ' 1- ,  
shou ld no t be a c ce p t ed as g i v e n . Ra t h e r ,  L t  sho u l d  be cll " \ - ed l- gu-
l a r l y and r e p a i r ed whe n  needed . Acc u ra t e re c o rd s  should be ke p t on al l 
commun i ca t ion eq uipme nt , i.nc l ud i ng da t a  on fa i l u r e s and re pa i rs . 
( iv )  Eme rge ncy Veh i cle Op e ra t i ons p r e s e nt anot he r :>xp o s u re 
i n  the area of pu bli c saf e t y . Tennes s e e  la w ( TCA 55-8- 1 3 2 )  gr ant s 
eme rgency veh icle s  the ri gh t of way on s t r e e t s  and high\Jays . Howeve r ,  
t h e la w  al s o  s t a t e s , " T h i s  se c t ion shal l no t op e r a t e  to re l i e ve tile 
o ri ve r  of an au tho r i z ed eme r g e n c y  veh i c le f r om the du ty to dr i v e wi t h  
d n e  regard f o r  the sa f e t y  of al l pe r s ons u i ng the highway . "  
High s peed cha s e s  o r  " h o t  pur s u i t s " should be a co n t  t nu t ag e o n c e r n  
f o r  al l lo ca l go ve rnme n t s .  Ho t p u r s u i t s  c r e a t e  num rou s I L a b i  l i  t y  
e xpos ures as we l l  t he ac t u a l a nd po t e n t ia l los s of hu ma n  l i v e s . In t he 
o p inion of the au t ho r s , fil.O S t no t purs u i t s  a r e  unnece s sa ry , unwa r ra n t ed , 
d a nge rous , and f o o lh a rdy . With ef f e ct ive commun ica t io n  s y s t ems and t h e  
rt bi li ty  t o  req u e s t as s is tance , ho t p u r ., u i t s  should not be pe rmi t t ed 
e xc e p t  in the IIlo s t  ex t r eme ci r c l1I.1s t a nce s . High speed purs ui t s  of ci nor 
L raE E ic of f ende rs , for exan p l e , are alL'lo s t :u way s un n e c e s  sa  ry . Ho t 
p ur s u i t s  f requent ly le ad to de a th amI i n j ur y to i nno ce nt pa r t ies . S ome 
I la j o r ci t i e s  have es tab l i s hed re gula t i o ns proh i b i. t ing ho t p u r s u i t s  and 
o the r high s p e e d  dr iving exce p t  wh e r e; r.1r.'1 j o r  cr i mes a r e  i nvo l ved . A t  
L he ve ry mi n imum ,  the au tho rs s t r ong l y  re c omme nd ad o p t i o n  o f  po l i c i e s  
t ha t  wi l l  s t r i c t l y  limi t h o t  p u rs u i t s . In ad d i t ion , al l pe rs onnel  wh o 
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ca n re a s o n a h l y  be exp e c t e d t o  op e r a t e eme r g e n (: y ve h i c le s  ( i . e . ,  f i r e 
a n d i}O 1 i ce ve h i c  le s and al!l u la ncp. s ) s hot  Id re '12 i ve l n i  t ial  a nd l. O l \­
t i nu i ng tr i n i ng in t he p r o p e r op e ra t io n-- i n c- l u u i ng hi ... "h. ' p e ('d I )lh � l� a­
t i o n-- o f t he s e ve h i c l e s . 
b .  Law En f o r c eme n t . In add i  t ion to r i s k  commonl y fo und i n.  al l 
p u h l i c.  saf e t y  op e ra t ions , ce r t a i :l r i s k s  r re di s t i nc t i ve of la w enf o r ce ment 
a ge n c · es . S ev e r a l of  the s e ri s k s  to ge t he r wi t h  ce comme nd e d  ri sk rla nag eme nt 
t e chn i rl'.le S  a re d i s c u s s e d  be l ow . 
( i )  Phys i ca l  Se cu r i t y . ThE' phy s l c - 1 se cu r i  t y  or p( U c C"  
h ( 'ud q un r t e r s  and t h e  ja i l f a c i l i t y i s  x. treme l y impo rt a nt , es pe c i a l ly 
i l  s ma l l e r  c.: m mu n i t i e s  wh e re o n l y  a l i m i t _d numbp r of pe rs o n llt.� l ::t r '  0 1 1  
d Ity a t  a given t i me . I n  a r i s k  ma na g _ rl _ Il t  s t u d y  fo r one t:i ty , Lhe 
R i l t h o r s  c r i t i c i z ed the la ck of se cu r i t y  i n  the mun i c i p a l  hu i L d i ng ,  
p , l r t i c u la r l y in the po l i ce de p a r tille n t ' s  di s pa t ch i ng of f i c e . C i ty of f ' ­
c i a 18 , howeve r , g r e e t e d t he s e  f i n.d i ngs wi t h  a� a t hy and to ok no co r r � c­
t L ve a c t i o n . Bet we e n  the t ime of th . phy s i _.1. 1 i.ns p e c t i o n  and the f i nal 
r t� p o r t  t o  the c i t y , a snip e r  s n e akerl i n  the po l i ce lle p a rt ille n t  a t  n i g h t . 
Rema i n ]  n g  comp l e t e l y ou t o f  s i gh t , he f i red se e r a 1  - u nd s  i n t o  th 
d i s pa t c h  r ' s o f f i c e and e s ca p ed . For t u na t e l y ) no o n e  wa s i n j u r ed a nd 
p r op e r t y  daraage 'Has u i n i ma l . Ne ed l e s s  t o  s a y , the c i  t y  cil a nged t s  
v i ew , .::tnd ad d i  t i o na l s e c u  ri ty pre c;{u t i o nt> we re i ns taI le d irnme d i a  t e l y  
t l le r e a r t e r . 
A .1  J p o l i c e  de p a r t me n t s sho ld revi ew the phy s i c ' l s e c l 1 r i t y  and 
s -l f e t y  of al l of the i r  fa c i l i t ies  and t ake s t ep s  to co r re c t  de f i c -L e n­
c i e s . L o s s preven t io n  is f a r  le s s  cos t l y  than 10 ' 3  o f  l i f e . 
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( i i )  Booking . Seve ral ri sks a c- e p re s e n t  du r i ng ho ok i ng pro­
c e dures . In some cas es , pr i s o ne rs ace no t co g n i z a n t  of the t r phys ie l 
cond i t ions at the t i me of ar res t and book ing . Care mus t  be exe rci sed 
t o  eliminat e  cla ims of lo s s  to a pri s one r ' s valuab le s as we ll as cla ims 
of ph ys ical abuse . Some communi t ies have ins talled vi de ot ape sys t ems , 
and the booking proces s i s  rou t i ne l y  recorded . The videot a p e  is 
valuable not onl y to ref u t e  c la ims by pe rs ons who have been ar res ted 
bu t may help to ens u re tha t of f ice rs pa y prope r at t ent io n to the lega l 
a nd humane re q ui rement s of a r res t and booking . 
In many com uni t fes , valuable �  such as mo ney , j ewe l ry , and eve n 
i t ems o f  e v i de nce s u ch as drugs taken f r ota t ho s e a r ces t ed a r e  
mi s p la ced , los t , o r s to len . Procedures should be es t a bli shed to 
account f o r and ensu re the saf ekee p i ng of al l items taken f rom sus pe c t s  
u nt i l  such time a s  they may ret r i e ve the i t ems or some ot he r di s p o s i -
t ion has been ef f e c t ed . A se cu red loca t ion mu s t  be provi ded for the 
s t o rage of va lua b le s  and ev ide nce--othe rw ise lo s s  is almo s t inevit able . 
( i i i ) Ar res t .  An in-dep th di s cu s s io n of the li ab i l i t y  and 
p e r s o nal i n jury r i s ks as s o ci a t ed w i t h  a r res t and the i r  ef f e c t i v e 
ma nageme n t  is be yond the s c ope of the Ra nd book . Such r i s ks , howeve r ,  
a re an inhe rent pa rt of po l i c i ng ,  and sound h i r i ng a nd traini ng p r o ce­
dures , good supe rv is ion and ma nagement , and res pons ible op e ra t i ng pro­
c edures wi l l  se rve to re duce a nd ke ep them w i t h in manage ab le limi t s . 
E ach police de p a r t men t ,  probably in con j un c t io n wi th the r i sk 
manager and saf e t y and se cu ri ty speciali s t s , pe r i o d i c al ly shou ld review 
a l l  po li c i es and proced u res , ac t ual los s exp e ri ence , comp la int s and law 
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s u i t s  f i led aga i ns t  the d" pa r t rne n t ,  ph y s i c a l  s e c u r i t y of de p r l i lle. n t a l  
E - c i l i t i e s  and the ja i l ,  and al l ot he r element s o f  op e r 'l t io n . F i nd i n g s  
f r om th e s e revi ews sho u ld the n be us ed to rua ke 1 eed , d imp ro v e.1Il I t S . 
( i v )  J a i l s  and Inma t e  Sa f e t y .  The di s c u s s i o n  i s  l i n i t. (�d t o  
s ma l l  ja i l  fac i l i t i e s  norma l l y us ed t o  ho l d  p r i s o ne rs f o r  sho r t  pe riods 
o f t im e . Inma t e  sa f e ty p r e s e n t s c r i t i ca l exp o s u r e  to l o s s . In one 
c i t y  s t ud i e d  by Ule au t h o r s , '  un occup i ed ja i l ce l ls �Je re sed for  
s t o r a g e  o f  f l a [:una b le ma t e r i a l s . I n s rh� c t i o o. s  sho u l d be co nd uc t ed on t I le 
u s  of a l l  ce l ls and alL eq u i p :ne n t  a nd f u r n i s h L n g s  \Ji t h  spe c i. F i c a t t (' n­
t i on t o  t h e  d e g r e e  o f  combu s t i b i l i t y and to x i c. i t y of l;la l c r L a L. 
R e '1 u i r r:� d  co r r e c t i o ns s h o u l d  be ins t l t u t e d il!ullf� d La t el y .  
J a i l  f i r e s  a r e  be c omi ng coumo n eve n t s  in t l  e U l1 i t (�d S t - L Q s .  The 
regula r i t y of s u c h  f i r es wi th t h e i r  p redi c t a b le los s of l i f e  and 
d e s  t ru c t  i o n  of p r op e r t y  s ho u l d  have put al l cor:tOlun i t i es on no t i c e  a b ou t 
t h i s ex p o s u r _ ,  bu t me> s t  commu n ' t i e s  un f o r t u n A. t e l y  have not ye t ie - r oe d 
f r om t h :.> s e  t rrtg e d i es . 
Ab l l S 12. ::;  of p r i s o ne r s hy ot i l c r i f1l 1a l� �s a nd hy gua r S d nd 1. I' of 
s up e r v i �.; i n have re s li l t e d in nl l f }(� r O U I ;  cla i m s  ; l�� A. i J1 s t  l o "a go ve r ll l ll < n L s .  
I m p rove d j a i l pat ro ls , ;:lUd i o  t r a ntl l'1 i t t e r ' , and v i d e o  ca i\  . rrl wi l L  
a s s i s t  i n  re d u c i ng t h e s e  exp o s u r e ' .  So , t o o , �i l l  imp roved se le ct ion , 
t ra i n i n g , and sup e r v i s i o n  of ja i l  pe r s onnel and the red u ct i o n  o r  e l i m " ­
n a t i o n  of cr owded ja i l cond i t i o ns . 
J a  t l s e c u r i  t y f r om i nl.la t e  es cc I) e or irap ro p e r  e l c as e  is anat 1e r 
i m p o r t a n t i s s ue to loca l commu n i t i es . In on e E a � t Tennes s e e  cl mmu ni t y , 
f o r exa m p le , an i nd i v idua l im.pe r s o na t ing a dep ut y a t t orn y ge ne ral  
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t e l  p ho n ed the po l i c e cle prl r t tn l ' n t  lA t e  on l v e n i n " a nd i n f ) �I i\l:'d 
d i s pa t che r t h rl t a l l cha rges ag ;l i n s t  an t nma t (.:! Ln the t t y ja i l hrto h '  � n  
d ro pp ed and the inma t e  was t o  be re le a s ed . T h i s  the di s pa t che r did 
w i thou t ve r i f y i ng the ca l l  or ca l le r . The nex t  lao rni ng the cha rade wa s 
d i s cove red , but the inma t e was long gone . The po l i c e  de p a rt ment was 
e mba r ras s ed and th e d i s pa t che r chas t ened a nd d i s ci p l i n ed , bu t the 
d amage wa s al ready do ne . 
( v )  P o l i c e  Bruta l i t y . A s  lo ng as communi t l es p r o v i d e  la\v' 
nf o r ceme nt , claims of a buse and bru t a l i t y  wil l be I.lade . 
y ea rs , s u ch c la ims have be e n  occa s i o ne d  hy tlle at t i t u de 
In re ce n t  
o r  ve rba l  
a c t i o n  of law enf o r cellle n t  o f f i ce r s  a s  we l l  a s  by phy s ica l ac t i o ns . 
Rece n t  co u r t  de c i s i o ns ha ve he ld cOlalllun · t i e.s and of f i. c e r s l i a b l  
f o r  v i o la t i o n  of the c i v i l  r i gh t s  of ci t i z ens . Alt hough s t a t e  la w in 
T e nn e s s ee p r o v i d e s  immuni t y  f r om s u i  t f o r  loca l  go ve r nme n t a l  un i t s  in 
s t a t e  cou r t s ,  no pr o t ect ion is gi ven f r oQ li t iga t i on in fede ral co u r t s  
f o r e i t he r  un i t s  o r  i nd i v i d ua l s . 
I n s t a n c e s  of abu se and br ll t a l i t y occur fo r a va r i e t y  of re a s o ns . 
O ve r  the pas t f i f te en o r  so y e a r s  a cons i d e ra b le bo d y  of li t e ra t u re has 
d eve l op e d  on the su b j e c t  of po l i ce abuse and i t s  cons e q ue nce s . O f  
c ou rs e , no t al l c l a ims of po l i c e  abu s e- - p e rhap s o n l y  a re la t i ve ly sma l l 
p e r ce nt age--a r e  j us t i f i ed . Neve r t he le s s ,  the su b j e c t  is an impo r l a n t  
o ne i f  f o r  n o  other rea s on than the emot ions surr ound i ng i. t . 
C l e a rl y ,  ef f e c t ive me t hods �re ava i la b le to law enf o r ceme n t  ag e n­
c i e s  to limi t o r  preve n t  the occu r r e nce of phy s ical or ve r ba l  abuse , to 
t ake c o r r e c t ive ac t i on \lhe n i n cident s of abu s e  a re kn own to have 
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OCCll r L-ed , ;;lnd t o  p ro t e c t  of [ i c � r s f r om s p u l- l u s  tl l l e 8a t i. o n� l ) f  < l h l l s e . 
Among o t l  e r s ,  the f o l l ow i n g ac t i ons de s e r v e  a t t n t l o n : �a r f u 1 
r e c r u i t me n t  and se le c t i o n  p r o ce d u re s  de s i gne d to el i mi na t e  ca nd i da t es 
whos e  temperame n t s  or a t t i tudes a r e uns u i t ...... d to unb iase d , hu ma ne la w 
enf o r ce me nt ; i ni t ia l  and in-s e r v i c e  tra i n i n g p r og rams de s i gned to t each 
a nd re i n f o r ce the sk i ll s ne c e s s a r y  f o r  po s i t i ve po ice - c i t i z e n  co nt act ; 
e f f e c t i v e s u p e r v i s io n ; f a i r ,  sw i f t , and i.mpart ial di s c i p l i n a ry ac t lo n  
whene ver wa r ra n t ed ; s ound ope ra t ing p o l i c i. es and p r o ce d u r e s ; a nd a 
mana g e me n t  cOfomi t me n t to the de velopme nt of a huma ne co ns tabu la ry . 
c .  F i re Departme n t . As in the cas e of po li ce age nc i e s , se ve ra l  
r i s k s  are d i s t inct i ve o f  fi re dep a rt me nt s .  
t he fo l l owing : 
Among the more prom i ne nt a ce 
( i )  Equipmen t .  The e f f e c t i v e n eo s of a f i re de p a rt me n t  is 
de t e rnl i ned bo th by the qua l i t y of i t s  manpowe r and by the ef f e c t ive nes s  
o f  it s eq u ipme n t . Eq u ipme nt tha t do es not op e ra t e  ef f ici ent ly or at 
a ll ca n c rea t e  exp o s u r e s  n o t  onl y t o  f i re pe rs onnel a nd loca l  res ide nt s 
but ca n a l s o  i nc r eas e  the chance of los s  to the go ve rnlne n t a l  ent i ty due 
t o  l i t igat i o n f o r  fa i lu r e to ke ep eq uipment  in p r op e r co nd i t ion . 
F ·  r e f  ight i ng requ i r es p rope r eq u i pme nt p rope rly maint a i ned . 
A.lthough Gla s t communi t ies  proba b ly f o l low th i s  max im ca ref u l l y , i t  is 
s uf f i c i e n t ly impo r t ant to be worth re s t a t i ng . 
( i i ) F i r e  Stat ions . Ins p e ct ions by the autho rs of E i r e  s t a-
t ions Ln Tenne s s e e  c i t i e s have re vea led a va r i e t y o E  ho us ekeep i ng expo­
s ures . Common i t ems include unres t r i ct ed p u b l i c  ac ces s to the s t a t io n ;  
l l11.s af e co nd i t ions o n  e q u i p me nt ( e . g . ,  g r i nd rs ) i n  t he sho p ; worn , 
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f ray ed , o r  dama ged e l e c t r i ca l  co r d s ; a nd eve n  a n  uns e c u r ed va lve ()n a 
ga s gr i l l . Na t u ra l ly , t h e s e  co nd i t io n '� and ot l lCr wh e r  v e r Lhey may 
e x i s t sho u ld be co r re c t ed in o rde r  to mi nimi z e  or p r e v e n t emp l o y e e  
i n j u r i es and f i re or o t he r lo s s e s . 
( i i i ) Commun i ca t ion . F i re de p a rt me n t s  i n  al l bu t the 
s ma l le s t  commu n i t ies sho uld p r ov ide f o r  L i te. reco rd i ng of cH l ls n ce i ve rl  
a nd c ommuni c a t  i o ns to etlle rge n c y  veh i c le s . , uch reco rd i ng s ca n be 1110 S t 
h el p f u l  in ca s e a commun i t y  r.lus t  de f e nd i t se l f  aga i ns t al lega t io n s  of 
i mp rop e r  or ine f f e c t i ve res pons e to a f i  r e  ca l l . Re co rd i ng eq u i p me n t  
n eed n o t  be f a n c y  o r  expens i ve t o  ge t the jo b do ne . In one ci t y  
s tu d i ed , t he f i re ch i e f  h a d  ri gge d an inex pens i ve po r t a b le t ap e  
r e c o rde r t o  op e ra t e  a s  the de pa r t me n t ' s  rec o rd i ng eq u i p me n t  f o r  al l 
f ire ca l l  and di s p a t ch re l a t e d  cocrmu n i ca t  ion . 
( t v ) Mu t ua l  Aid Agreemen t s . llany communi t ies hav _ mut ua l  
a id ag r eeme n t s w i t h  the i r  ne igh bo rs t o  le nd f i re f i gh i ng o r  la w 
e n f o r ce filt! nt as s i s t ance dur i ng t imes of eme rge n c y . A numbe r f r ' s k s  
a re as s o c i a t ed w i t h Qutua l a i d  a g r e e me n t s ,  es pe c i al l y  tha t o f  a po o r ly 
d rawn o r  ext ra- lega l  mutua l  a id do cume n t . SOQe mut ual aid ag r e ement s 
c ommi t commu n i t i es to as s i s t  t tleir ne ighbo rs un d e r  ci r cums t ance s tha t 
p rovi de ut t e rly no r i sk pr o t e c t ion o r  tha t have no legal ba s i s s uch as 
a greeme nt s of an inf o rma l or ad hoc na tu re . 
A , utua l  aid ag reement should be a we l l  draf t ed , le ga l ly co r re c t  
d oc ume n t . I t  sho u ld be develo ped by ma nag el11e nt of f ic i al s  and p u b l i c  
s af e t y  pe rs o nn e l  wh o unde rs t and �le is s ue " o f  adm i n i s t ra t i o n  and p r  c-
t Lee invo lved , reviewed and ap p r oved by bo t h  the risk h18 nag r a nd l� g 'l l  
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couns e l , and f o rma l ly ap p roved by the lo ca l le g i s la t ive bod y . Be f o re 
i t  be c ome s er feet i ve i t  sho u Id be 1 ga I l y exe l� u t :. d by t he ne ". ghbtH- i.. ng 
g o ve r nne n t a l  un i t ( s ) , and co p t  s s h o u l d  be lr e p t  on f i le t O I- \: u t l L r :. 
r ef e re nce . F i n a l l y , t e ag r e em nt shou Id he the s u b j  c t  o f  pe r i o d i c  
r e v i ew and pos s i ble re ne go t i a t ion . 
E ven wi t h  �e l l drawn , lega l ly ado p t ed do cuQ� n t s , seve ra l ri sks a re 
i nhe r e n t  i n  mu t ua l  a i d ag r e eme nt s .  Among the mo s t  imp o r t a n t , the 
f o l lowing shou ld be cons ide r ed : 
* l i a b i l i t y fo r los s e s  that 0 cu r ou t s id e f t he t e r r i t o r i a l  L i m i t s  
o f  the re s p ond i ng e n t i t y , s u ch a veh i c le ac ci d e n t s ,  inj u r i es , o r  de a th 
t o  re s p ondi ng f i re f i gh t e rs o r  p o l i c e of f i ce r s , and inj uri es , d e �  t l , o r  
p ro pe r t y  dama ge t o  ci t i z e ns .  T h e  Mu tual a i d  ag reeme nt shou ld ca r f u l l y 
a s s ig n  res p o ns i bi l i t y  f o r  l i a b i l i t y i n  a l l  such ca s e s  t o  e i the r the 
req ue s t i ng or the res pond i ng j u r i s d i c t io n .  
* t he q u e s t io n  of the re s p ons e i t s e l f :  who i n  the res po nd i ng e nt i t y  
h as au tho r i t y to o rd e r  a re s p ons e ;  who i n  t he ce q u e s t i ng e nt i t y roll t 
a sk fo r a i d ; wha t f o rm mu s t  the req u e s t tak e ; what do cume n t a t io n [lus t  
b e  p r o vided ? ( Th e s e ma y ap p ea r t o  be fa i r ly t r i vi a l i s s ue s  and , a1i1 o n g  
n e i gh b rs o f  go od fa i th , t h e y  m a y  be . T he y  m a y  be , that i s , un t i l  an 
i nexp e r i e nced or momen t a r i. l y f l u s t e red di s pa t che r ma kes a un i l a t e ra l  
d e c i s i o n  wi t hou t au t ho r i z a t i o n  t o  i. nvok e  a pe rhap s un needed l ilut u a l  a i d  
r es p o n s e  i n  wh i ch a lo ca l f i  reman d i es o r  a It) ca l r e s  i d e n t  is in j u r ") d . )  
* t he ex t e n t  t o  wh i ch a res p o nd i ng commun i t y " le ave s i t s e l f  ba r � " i n  
o rd e r t o  as s i s t a ne ighbo r .  Th i s  i s  a ma t t e r- of  bo t h  po l i c y a nd p r e  c ­
t ice A.nd · is impo r t a n t  f o r  bo t h  op e ra t io na l le ve l pe r s onnel and po l i c y  
mak e r o  Lo res o l ve i n  ad va nce . Of co u r s e , n o  commun i t y wi l l  want t o  
l eave i t s  ci t i z e ns unp r o t e c t ed wh i le res p ond i ng to a ne ighbo r ' s  ca l l  
f o r  he lp . Th i s  ca nnot be a ha ro A nd f a s t ru le , howevG r- , as the xa m p le 
o f  the t ra in exp l o s i o n in Wave r ly , T e n nes s e e  " n  1 9 7 8  w i l l show . The re , 
d ue t o  the na t u re and se ve r i ty of t he ca t as t r o phe , ne igh bo c i ng .lU n 1. C l. ­
p al i t  i e s  wi l l i ng l y re s p ond ed by se nd i ng he lp wi t hout rega rd to mu t u a l  
a id ag r e e me n t s , l i a b i l i t y ex p o s u r e s , o r  ex ce s s i ve reduct i o n s in t he i r 
own eme rge n cy re s p o ns e cap ab i l i t i.e s . 
( v )  Non-t r ad i t io na l  Use o f  Fire f i gh t e r s . On an in c re as i ng ly 
f requ nt ba S i s ,  l o ca l communi t i e s  are coming to ' p p r e c i at e  mo r e  fu l ly 
1 1 )] 
t he re s o u r ce s ava i la b l e  to theTa in the i r  [ i r ef i gh t i ng f o n.:.e s . On l y  a 
s ma l l pe r ce n t age of t he f i r e f i gh t e rs t ime is de v o t ed to f i re 
s up p re s s i on . As a re s u l t , the y are ava i la b  le fo r ot he r ac t i v i t  i e s . 
T he s e  inc lude s u ch thing s  as code and f i re ins pe c t i on , eme rgency @ed i­
c a l  ( Et1 , EdT , and CPR) a c t iv i t i e s , ot he r types of ned i ca l a nd f i rs t aid 
t ra i n i ng f o r  ci t i z e ns , fi re p reve n t i o n  ac t i v i t i es , invo lveme nt in the 
c ommu n i t y ' s  ri sk manageme n t  ef f o r t ( i . e . , res p o ns " b i l i t y fo r ana l ys i s 
o f  f i re lo s s  expos u r e s  and re comme nda t i. o ns a nd i m p le me n t a t i o n  0 los s 
p re ve n t i on ne as u r(� s ) ,  t ra i ning , and 1l1a ny ot he rs . 
To the ex t en t  t h a t  f i re f igh t e rs a r e u s e.d i n  n n- t rad i t io na l  ro le s , 
t he l o ca l go ve r nme n t  should e n s u re the i r  abj  L i. t y  to res p o nd to t i r e 
c a l ls . Th is ca n  be read i l y ac comp l i s hed by pr o v id i ng t hera wi t h  rad io 
e qui p ment and veh i c le s . 
( vi )  Ou t s ide F i re S e r v i c e . ... i t y  go ve rnme nt s in liw ny ru ral  
a re a s , be ca u s e th� y ma y have t he only o rga n i z ed E i ref i gh t i ng ca p a b i l­
i t y ,  of t e n  res p o nd t o  f i res be y o nd t he i r  j u r i s d i c t io na l li mi t s . 
S ome t i me s t h i s  is do n e  as a ma t t  r o f  co n t ra : t  wi t h  c-lllot h ' r  10 i t 1 
gove rnme nt , or as a co nt ra c t  o r  ag r e eln " n t wi t h  a l'"  a ho m(' ()W'nt:� rs . 1a ll Y 
n [  the r i s ks asso c i a t ed wi t h  mut u a l  a i d ag r e eme nt :3 a r ! pres e n t  in  H 
c ommu n i t y ' s  res po ns e to f i r e s  be y ond i t . '  j u r i sd i c t i o na l  li m i t s ,  es pe­
c i a l l y l os s e s to veh i c le s and pe rs o nne l , inj u ry , de a t h  or pr ope r t y  
damage to c i  t iz ens , and the inev i t ab le red u c t i o n  o f  in- c i t y  f i re p r o­
t ec t i o n  cap a b i l i t y . 
Ano t he r  ri s k is al s o  worth cons ide r i ng : l i a b i l i ty f o r  fa i l ur e  to 
r es p ond or f o r  an imp r o p e r  r es p o ns e to a ca l l  for a s s i s t ance . F or 
e xa lp IL� , a name raay be mi R f i l d ur. a n  ' ld d r e H H  I la Y be ga r b h.d i n  
t rans m i s s ion , and f i r e ve h i c l es ca nno t lo ca t e the f i r e or a r r i ve onl y 
a f t e r  the bu i ld i ng ha s be e n  cons u J. _ d . Can the ag gr i e ved pa rt y s ue the 
C OUll!lUn t t y f o r  fa i lure to res p o nd ? C e r t a i n l y ,  a nyone ca n s u e  :lily n e  
f o r almos t any t h i ng today--a nd t h i s ha p p ens reg u la r ly . Wil l t.h  loca l 
g ove rnnent be f o und l i a b le ? Unde r Te n n e s e e 1a\.., as cn r re nt ly 
i n t e r p -e t ed , the answe r is proba b l y  no , bu t c i r c u r:ls t ·  nce s Ch i-l uge <l nd 
w i th them l i a b i li t y  pro t ec t ion . 
Th _ re f o r e , loca l go ve r me n t s shoulrl e i t her aba ndon  the bu s i nes s of 
p rovid i ng f i re prot e c t i on se rvi cE" beyond the i r bord e rs ,  o r , i E  a 
c ons c i o  s ,  knowledge able de c i s  ion is made to p r ov iti such se rv i c e , the 
local go ve rnme n t  R o u l d take al l re a s onab le precau t i ons to t ra ns f e r or 
reduce the risks inh e re n t i n  p r r)v i d i n g tl e He rv i c e. . 
2 .  Publ i c  Wo rks and Pu bl i c  Ut i l i t i e s . The fo l lowi ng s e c t i o n  vi 1 1  
f o cu s on two s i gn i f i c a nt exp o s ur es i n  the areas o f  loca l  publ " c wo r k s  and 
p u b l i c  ut i l i t ies . Th es e are em ploye sa f e t y  and ex p o s ures to the pub l i c . 
T ... o ca l  gove r lll:le n t a l  veh i c le m.a nag e me n t  ann ga rage and lilB. i nt e na nce ac t ivi t ies 
a re cove red sepa ra tely . 
a .  Emp l oyee Sa f e t y . Nowhe n� in 10 C;:J. 1 go ve rn 1� l1 t is ell1p oye e 
s a f e t y mo r ·� c r i t ical than in publ i c �.]orks and publ ic ut il i t ies . Alt o u gh 
p o l i c e of f i ce rs o r  f i r ef igh t e r s ga i n the publ i c ' s  at t e n t ion as d res u l t  of 
t he d r ama :t d emot i o n  s u r rou n d i ng the saf e t y  ( o r la ck the eof ) of the i r  
j obs , the lead i ng area f o r  emp l o ye e i njury and de a t h in ln C:l l go ve rnLle nt is 
p ub l i c  wo rks . A ca re f u l  look at the ty pe of wo c�<. invo lved wi l l exp la ' n  
why : c o l l e c t i o n of re f u se ; o p e ra t io n  of hea vy eq uiplJe n t ; work o n  el e cri c ,  
t o ')  
gas , wat e r , and sewe r ut i li t ies ; work on bu sy s t re e t s  and i nt e rs c t lo lls j 
lif t ing , hau l ing ,  ca r rying , and othe r demand i ng phy s ical la bo r . 
The f i r s t  and mos t import ant th ing to be done about emp loyee saf e t y  is 
the ini t ia t i on of a safety commi t t ee and a safe t y  p rogram . As part of this 
p rogram , al l func t i ons and ac t ivi t ies wi thin the publ ic works and ut i l i t ies 
de p a rt me nt s  need to be examined ca ref u l ly for the i r exp osures . Correc t i ve 
measures should be taken whe re nece s sary . 
One example of what is mea nt is available from an ac tual ri sk ma nage-
me nt ana lys i s f o r  a sma l l  ci t y . At a s t reet cons t ruct io n s i t e where 
s eve ral ci t y  veh i c le s  and publ i c  works pe rs onnel we re congrega t ed , an i nex­
p e r i e nced and unt ra i ned youth had be e n  as s igned as the f lagge r to d i. r ec t  
t ra f f i c .  As sa f e t y  cond i t io ns at the s i t e  we r e  L ns pe c t ed , the f lagge r 
inad vert ent ly di re c t ed auto tra f f i c int o t he pa th of a ba c khoe . Next , as 
the ana l y s t s  cro s s ed the s t ree t , t he f la gge r  aga in di re ct ed traf f ic down 
the s t r e e t , nea rly caus i ng them to be hi t by a vehic le mo vi ng at exces s ive 
speed . 
t ion . 
Nat u ra l ly ,  this s i tua t ion rece i ved the analy s t s ' i mmed i a t e  a t t e n-
Tra i n ing for the f lagge r  had be en negle cted . The ci t y had as s umed that 
any one could di re c t  t raf f i c at a cons t r uct ion s i t e .  Wel l , " anyone " had 
d i r ec t ed t ra f f i c--bad ly--ne a r l y  ca u s i ng two ac c i d e nt s in the span of a few 
mi nut es . Othe r examples of uns a f e  cond i t io ns , poo r t ra i ni ng ,  and i nef f e c­
t ive eq uipment and fa c i l i t ies abound in t he da i ly ac t ivi t i es of p u b l i c  
works pers onne l --many le ad i ng to p rope r t y damage and emp loyee injury , d i s a­
b il i t y ,  and death . 
O the r obvious a reas to exami ne for the i r  po t ent ial f o r  occupa t io nal 
i n jury are cons t ruct ion and demo li t io n ;  s t ree t maint enance work ; ref use and 
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b r l l sh co l i !' c t i o n ; e q u i. p r'(� n t ()p � r.q t i. I ;  �J o r k on l' l c  t r i c e-d , wa t '� r , Sl' W l ' r ,  
a n d l \a t u ra l W1 S ut l l i t i e s ; a nd l:vl i n t (� na n . l.) wor k i n  t h e  �a ra 'l' e . 
The po i n t , as a l wa y s , i s  to do som e t l i ng a b o u t the ha z a rd s  i ll the, e 
a re a s . Exam i n e a nd i ns pec t  t h e  a c t i v i t i e s  a nd l o ca t t o ns , id e t i f y 
p r o b l e m s , i ns t i t u t e  co r r e c t i ve mo n i t o r  \l i t h  f o  l l m..r- u p  
i ns pe c t ions , and re v i s e  or a d d  cO L re c t i v e lae a s u r es wh e r e n e  e s s a ry . 
s ho u ld be � con t inu o u s  p r o c e s s .  
Th i s  
b .  Exposures t o  the Publ i c .  The ac t iv i t ie s  of I) u b l i c  �"'o rks a nd 
u t i l i t y  de p a r t me n t s a l s o  c re a t e  ri s k s  th a t cau s e  lo s s e s  to t he p r op e r L y  of 
o t l l e r  p e r s o n s or ca u s e injury and d e a t h to merabe r s  0 t h e  p u b l i c .  
T h e  c o nd i t i o n of s i d e wa l ks , s t r e e t s ,  a nd r oa d s  o f t e n  r� s u l  5 in c la i m s 
a ga i. n s  t lor.a 1 go e r n me n t  s • Ano t h e r a r ,' a  of tXm C e r l l  L nvo l v i ng L n j u ry  o r  
p ro pe r t y  da oage t o  o the r, re l a t e s  t )  t ra f f i .  co n t r o l  de v i c e s . Th . a b s e nc :. 
o f  ac cll s t omed t r a f f i c s i gns i n  an "3.. r e a \.;i l l  ge nc. r d t e  c la im s . Fa i l u r e to 
r e p la c-: e  (l da oa ged o r  imp r op e r l y f un c t io n i ng t raf f ic s i g n a l :ll s o  c rea t es t h e  
r i s k  o f  lo s s . 
A s  a r"':. s u l t of t he i r nume r ou s  [ un c t  Lo m; , l o c a l  g o�e r nment s o f t e n  f ur-
n i sh r r od uc s or s e r v i c e s t h a t  �r ea t e  l i a b i l i t y  r ' s k s . These r< ng e f r olll 
c a n dy o n  v(' nd i ng ma ch i nes to sani t a ry se we rs and ot lle r u t i l i t i e s . Whe n any 
o f  t 1 l e s e I r l ) d u c t <.;  o r  s e rv i. ces ::i r e p r ov i d e d , a p C f)ciu L s  o r  com [1 l e t l�d 
o pe r a t i o n  e x p o s u re ex i s t s . C o n t a l:ll n a t l o n  of a f o o d  t t em fro l  c:I ve nd i ng 
mach i ne or a Il l n ch r o o lu ,  the ba c ku p of an imp r op e. r l y ma i nt a ined s a n i t : l ry 
s e w e r , the ru p t ure of a na tuL 1 ga s li ne , or imp r 'J p e r l y  t r e a t ed "Ja t e r  'il l 
h ave th e po t e n t i  1 to ge ne ra t e  lo s s e s . Th e ri sk nla nage r n � ed s  to be (l ,o/ a r e 
o f  ex p o s u r l! S  t h a t  c r e a t e  risks f r om t L dis pens i ng of pr od uc t s or s e r v i ce s 
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a nd t o  ens ure tha t  ef f e c t i ve qua l i t y  co n t r o l  p r o cedures are ins t i tut ed and 
ma i n t a i ne d . 
3 .  Ga rage and t� i n t ena nce . The p r i ma r y  fun c t  ions of a pub l i c  wo rks 
ga rage are to ma i nt a i n  a nd rep a i r  veh i c le s  and eq u i poe n t  le a s e d  o r  owned by 
a l o ca l gove r nme n t . Cons e q ue nt l y ,  veh i c l e s  and eq uiplae n t , ch erJicals , 
p a i n t , o i l ,  gas o li ne , a pa r t s  i nve n t o ry , t o o  Is , a nd s und r y othe r i t el'Js "l r e  
f ound i n  and aro und a publ i c  wo rks ga rage . In addi  t i o n , of C O L I  rs e ,  the 
g a rage i s  the s i t e  of rep a i r and ot he r work on f l e e t and spe c i a l i zed eq u i p -
me n t e 
S e ve r a l  a r e a s  of c o n ce rn for r i sk managerac nt  ex i s  t in and a r ou nu the 
g a rage . Thes e include such p r oced u re s  as : 
* Pe rs onnel should be p r op l;;! r l y  t ra i ned in us e of s pe c i al i z ed t o o l s  
a nd eq u iplle n t  in o rde r to avo id pe rs ona l in j ury . 
*Al l f la nnna b le and da nge ro u s  ma t e r i a l s  s u ch as p a i n t , o i l ,  ga s o­
l i ne ,  and ch em i cals , sho u l d  be pr o p e rly la be l led and s to re d . Not o ul y  
w i l l  t h i s  he l p  to p re ve n t  p i lf e rage a nd los s bu t al s o  f i r e , exp lo s i o n , 
� nd incorre c t  use s . 
* Ad e q ua t e  f i rs t a i d  equip r.le n t  lnus t be p re se n t i ll t he ga rage and 
p e rs on ne l t r a i ned in i t s  p r op e r  use . 
* E ye p ro t ec t i o n  de v i c e s , hardha t s , ea r p l ugs , and ot he r sa f e t y  
equipment shou ld be ava i l a b le and sho u l d  be kep t near mach i ne s  or in  
a re a s  whe re the i r  use i s  req u i r e d . P e rs onne l s ho u ld be t ra i ned i n  
t he i r  u s e  and a supe rvi s o r y  a nd d i s c i p l i na ry s t ru c t u re sho ul d  be 
e s t ab l i s he d  to ensure the use of saf et y eq u i p me nt . 
* F i r e  ext i ng u i s he rs shou ld be reg u l a r l y  i ns p e ct ed , kep t  f i l le d , and 
kep t in ac c e s s i b le l o ca t i o ns . 
* "  t�o smok i ng "  s igns should be ins t a I l e d  i rr  prop e r  loca t i ons and 
p e r s on ne l t r ai ned and supe rv i se d  to obe y  them . 
*Too l s , pa rt s ,  and eq u i p me nt inve n t o c i es should be e s t ab li s hed a t  
e a ch ga rage o r  s imila r f a c i  l i t y . Thes e i nve'1t o r i es should be c:a ref l1 Ll y 
ma i n t a i ned w i t h  adequa t e  che c k- in and che ck-o u t  p r o ced u r e s . Al l 
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p e r s o o l H ! l s h ou ld Iw I . a d e  res p o n s i b h ·  f O l- l oo l s ,  pq u i p lIl( i l L , o r  pa rl s i l l 
t he i  r c; re . 
These a nd o t he r  hou s eke e p i ng ,  sa f e t y , and 1 0 l-i 8  p r e ve n t i o n  1 \  a s u r e s  
s h o u l d  be reviewed f o r  the i r  ap p l i c a bi l i ty in ea c h  ga rage ins t a l l t i o n . 
T h e i r imp le me n t a t i o n  CE O ef f e c t i ve l y red uce lo s � e � . 
I n  ad d i t i on to these fa i r l y  obv i o u s  i t ems , 'Da re. s u b tle haz a rd s  a re 
o f t e n  encoun t e red i n  review i ng a publ i c  wo rks ga rage op e ra t i o n . F o r  
e xanp l e , th e mun i c i pa l  ga rage i n  one ci t y  pe rf o n�ed al l reg u la r  ma i n t e na nc :. 
w o rk on the count y ' s  scho o l  bus e s  at no cha rge to the cou nt y . Th is had 
b e e n done h i s t o r i ca l l y as the ci. t y has exces s s pa c e  in i t s ga rage a nd ample 
p e r s o nn e l  t ime ava i la b l e . \Vh i le such ::l p o l i cy Inay be coramc nd ab le , it a l s o  
p res e n t s  r i  s ks . I t  wa s an inf o rma l p o l i cy--no t  Eo rma l ag r e eme n t --a nd no 
" h old ha rm ] u� s " o r  J t l l e r r r o t e c t i o n  \."a s p ro v i d e d  f o r t. 1l · { i  t y  i n  ca st! 0 1  . 1  
bus ac c i d e n t due to imp ro pe r ma i n t e nH l l ce . 
Ri s k s  s u ch as th i s  ca n only be i d e l1t i. f i ed wi L h  on-s i t e  i ns pe c t ions , 
p e r s o nn e l  i f  t e r v i ews , and obs e r va t i on of ac t ua l  op e ra t i o ns . As sho u ld be 
c le a r  f r oll  th i s  exa;�p l e , the s e  ri s k  id e n t i f ica t io n  t e ch n iq ue s a r e  ilJ.p o r t a n t  
. f a ri s k  l1a nage r is t o  know the l o ca l un i t ' s  e x p  � u r e s  and t a k e  a c t  i o n  to 
c o n. t  rol tneli1 . 
4 .  P . lrks and Re c r ea t i o n . As the cos t of t ak i ng va c '\ t i o ns away f r om 
h ome inc re a s e " , m o r �  and mo r e  pe rs o ns a r e us i ng pa rks , not onl y  [o r no rl�al 
r e c re a t i onfl l purp o s e s  bu t also i n  lie  u of 11l0 r e  cos t l y ou t -o f -t o"1l1 ac t i v i -
t i e s . As pa r k  us e i n c r e a s e s , pa rk laa i n t e na n ce sho u ld s t r i. ve nl..)t  onl y  Lo 
c r e a t e a p l eas a n t  aes the t i c e n v i  runLle nt but al s o  L o  el l mi n. te a l  L ha za rd s 
t h a t  c r e a t  r i s ks of l os s to the pub l i c  and , as a res 'l l .: , L- isks of f i n a n-
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c i a l  lo ss to the communi ty . De f e c t s  tha t  go unco r re c t ed and ca u s e  or 
cont r i but e to in j u ry or de a th to ci t i z ens can res u l t  in the loca l un i t  
be ing he l d  f inancia l ly re s p ons i ble . 
Examp le s may once aga in be ins t ruct i ve . From communi t ies studied by 
the au thors he re are a few su ch ha zards encount er ed wh ich , once known , ca n 
be cor rect ed eas i ly and i nexpens ively : 
* c racked or broken s idewa lks 
* imp rope r  f u s e s  and wi r i ng 
*p ro t r ud ing f a u ce t s , p i p es , and othe r obj ec t s  
*uncover ed l i gh t  bu lbs 
* imp r ope r s t orage of rags , gas oline , and chemica ls 
* res t rooms le f t  op en at ni gh t 
*ga t e s le f t  op en at night 
* l ack of se cur i t y  pa t r o l s da y and night 
In ad d i t i o n  to t he s e  house keep i ng exp o s u res ,  pa rk and rec re a t i o n 
act ivit ies ca r ry wi th them ce r t a in r i sks . For examp le , a l l  pa rt i c i pant s in 
" s pons o re d '" ac t i v i t i e s should be re qui red to s i gn wa ive rs ( or ho ld ha rmle s s  
ag r eement s ) re leas i ng the lo ca l uni t of al l li abi li t y i n  t he ca s e  of pe r-
s onal i n j u r y or dea t h .  Th i s  is es p e ci al ly t r ue in ca ses whe re pa rt ici pant s 
a r e t r a n s p o r t ed to and f r om ac t i v i t ies by the lo cal go ve rnme nt . 
One lo ca l uni t exami ned t rans p ort ed membe rs of at hle t i c t eams to a 
nea r by s t a t e  f o r  games . Trans p o r t a t i on of t h i s  so r t is not unu sua l , bu t i n  
t h i s  ca s e  pa rt i c i pant s we r e  not requi red t o  s ign waivers re l ea s ing the 
loca l  governme nt f rom liab i l i t y in ca s e  of an ac cident . Anot he r l o ca l  com-
muni t y  s t udied used a two-pa r t  wa i ve r . In the f i r s t pa rt the commun i t y 
a bs o lved i t s elf of res pons i bi l i t y  in the eve nt of an accident , bu t the 
s e co nd pa rt of the f o rm es sent ial ly took the res pons ibi l i t y  ba ck . To mak e 
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ma t t e r s wo r s e , no po l i c y  or p ro ce du re s rega rd i ng the wa i ve r  had be e n  es tab-
l i s hed no r had the wa i ve r  be e n  revi ewed by le ga l couns e l . 
S wimm i ng poo l s  crea te spe c i a l  r i s ks .. In add i t i o n  to t he r i s k of de a th 
o r  i n j ur y th r ough dr owning or uns a f e co nd u c t  in a nd a round the po ol , he re 
is a pa r t i a l l i s t  of ot he r r i sk s  inhe re nt in pool op e ra t io n : 
* i mp r o p e r s t o ra ge , use , o r  co n t r o l o f  chlo r i ne 
* la ck of s e cu ri t y  f o r  ca s h  re ce ip t s 
* f a i lu re to req u i re gr ou p s  le a s  i ng or us i ng the f a c i  I i  ty to exe cu te 
hold ha rmle s s  ag re eme n t s  and / o r  t o r eq u i re tha t the y  pu r chase 
i ns u rance 
* i nade q ua t e  s c r e e ni ng and / o r  t r a i ni ng of pers on ne l 
* i nade q ua t e  a t t ent ion t o  hou s ekeep i ng ma t t e rs 
*. s s o r t e d sa f e t y  is sues 
L oca l commu ni t i e s  may op e r a t e  co n ce s s ion s t a nd s or le a s e  such fac i l i -
t ies  to th i rd pa r t ies to op e ra t e  i n  con j un c t io n with pa rks and r c r ea t ion 
p r o g r ams . () f t e n  the s e  a r e op e ra t ed wi t hout adequat e co nce r n  fo r ri.sk 
ma nap, eme n t . For exa m p le , se r i o u s  hea l t h  is s ue;.:, ac comp a ni ed by ri � k� o E  
1 0 s 8  for fa i l u re t o  me e t mi n imum heal t h  s t a nda rd s  a re pos s ib le wh e ne ve r 
f ood is p re pa red . In one ci t y , the phy s ica l i ns p ec t i.o n  of a fa c i l i. t y 
l e a s e d  to ;.I p r i va t e vend o r  di s c lo s e d  nume r o u s  he a l t h  vi o la t io ns as wei L as 
s e r ious f i re haz a rd s . Al t hough the l i m i t s  of ins u ra nc e requi red in the 
c i t y ' s  con t ra c t  wi th the ve nd o r  had be e n p u rch as e d ) the li mi t s  were i l ade-
qua te shou l d  c la ims f o r  i l lnes s o r  de a t h du e t o  co n t ami na t ed fo od be f i le d . 
More o ve r , the lo ca l gove rnment was not a named i lls u red on the po li cy and 
h ence di d flo t have ade q ua t e  prot e c t io n from s u i t . Rout ine ins p e c t io ns of 
su ch fa c i l  i t i es mus t  be made by the r i s k  mana ge r to el i m ina t e  expo s u res of 
th i s  type . 
I I I  
Re g u la r  ins p e c t i o ns � ho u l d  a l s o  he ma de of al l pa rk and re c rea t i o n  
e q u i p me n t , es pe c i a l l y pla y g r o und eq uipme n t , ble ac h e rs and o t  he r fa c i  li t i e s  
f o r sea t ing , and al l ot he r  eq u i p hle n t  used b y  the publ i c . The sa f e  
op e ra t i ng condi t i o n  o f  s u ch eq u ipme nt i s  es s e n t i a l to t he �af e ty of c i t i ­
z e ns a n d  t he p r e ve nt i o n of los s es to the lo ca l un " t . 
5 .  Of f i c e Op e ra t i o ns . Loca l of f i c i a l s  r.l,a y fe "' l  t h a t  no ap p r e c · ah l e 
e x p o s ure to los s ex i s t s in lo ca l ... p ve rnme n t  oE f i ce op e ra t i o ns , ex cep t [0 ['" 
the area of f i na nce . Th is is no t the ca s e  _ Seve ra l  s ig n i f i cant exp o s u r e s  
e xi s t  i n  of f i ce op e n=t t ions .  P e rh ap s the gr ea t e s t ex p o s u re in an of f i c e  
o p e r a t i o n ,  o t h e r  tha n i n j u r i e s t o  pe r s onne l a nd the los s o f  money , res ul t s  
f r om im.p rop e r s t o rage of v i  t a l  re c o rd s . Wh i l e f i nanc i al r ec o rds may be 
kep t i n  a vau l t , ot he r rec o rd s  are ge ne ra l l y poo cl y  ma i nt a i ned . Al l 
c o n t rac t s  be twee n t h e  go ve rnme n t a l  e n t i t y a nd ve nd o rs , i n t e rgo ve nllile nL-l l  
a g r .. eme n ts , gran t ap p l i crl t  i o n s rInd pr op os a l s , a m i  a t  Ile r 1 9 o i f  i c a n t  do cu-
me n U ;  should be s t o r ed in a f i rep roof cent r a l de p os i t o r y _ I f  a de pa rt t:le n t  
h a s  n e e d  of t he co nt rac t f o r  wur k i ng purp oses , a copy c o u  I d  be fi13de fo r 
t ha t  pu r p o s e ; t he or i g i na l sho ld no t be re leased . Whe re no ce nt r a l  de-
p o s i t o ry for re.co r d s  is mai ta ined of f i c i al s  of ten have to check a nu mbe r 
of p la c e s  bef o r e  lo ca t i ng an imp o r t ant docume nt . 
P u rchas ing pro c e d u r e s  al s o  present exp os u r e s  to los s . A l o cal un it 
s holl Id adop t and adher e  s t r i ct ly to s ound purcha s i ng p r o ced ures . Th i s  
p r act i c e  wi l l  avo i d  o r  p re ve n t  co l l us i o n , kickbac ks , a n.d ot lle r me a ns of 
def rauding the l o ca l uni t and wi ll  al s o  pr eve n t  nega t i ve pu b l i c  r la t t o n s  
a nd po l i  t i ca l eraba r ra s s me n t  to t l t e l o c a l  go ve rnile n. t . 
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Of r l ce ope ra t l o n H  < 1 r ' ye l a n o L i w r a r t � a  1 1 1 wi l l  h ph Y H l ' a l  i nS pt ' c f  i l l "  
w i l l  re vea l ho u seke e p i ng i t ems need f u l o f  co r re . t l ) n .  �' ra yed , d- lmaged , r 
u nde rs i z ed e x t e ns io n  co rd s , imp r o p e r l y  pla ced de sks or eq uiprae nt , old o r  
f au lt y  f i l i ng ca bi ne t s , poo r l y  des i gned o r  ma i nt a i ned faci l i t ies , inac ­
c e s s i b le f i r e e x t i ngu i s he rs , ove rloaded ci r cu i t s , and ma ny othe r hou se-
ke e p i ng de f e c t s  are commonly f ound o n  ins pec t io n .  A t  f i r s t gla nce , none 
may ap pea r t o  be seve re , but a ny one of them may cau s e  los ses to pe rs onnel 
or pro p e r t y  and may als o res u l t  in un n ce s sari ly high ins ura nce premi ums . 
Mos t hou s ekee p i ng de f e c t s a re eas y  a d inexpens ive t o  remedy . 
6 .  F i nance Op erat ions . Ins p e c t  i o ns of p ro ce d u re s  f o r  hand l i ng and 
a cc oun t i ng f o r  money in a go ve rnme n t a l  uni. t ca n  re ve a l  se r i o u s  ex p os u re s . 
Of t en a ca s u a l  atmo s p he r e  i s  p r e s e n t whe re mo ne y is hand led . Th i �  is of t e n  
a t t r i b u t a b le to t h e  " f ami l y "  au ra tha t ex i s t s amo ng lo ng- t e rm emp lo yees who 
o ve r  t ime have acce p t e d  s igni f i cant res p ons ibi li t ies in lo ca l  go ve r nme nt 
f inance and al s o  be cause of lax phy s ica l arra ngement s f o r  mo ney hand l i ng . 
A l t hough the amount s invo lved f rom t ime t o t ime l�y be s i gni f ica nt 
( e s p e c i a l l y at tax pay i ng t i me ) , an a t t i tu de of t e n  fo und in lo ca l gove r n­
me nt f i na n ce ope rat lons is ch a rac t e r i z e d  by , " Why bo the r ?  T h i s  i s  real ly 
s ma l l  po t a t o e s . "  
None the le s s , fa i r ly obviou s o p p o r t u n i t i e s  f o r  r u b be ry , the f t , and 
embe z z leme n t may be c ome e v i d e n t  upon ins p e c t ion . Exp o s u res to los s in the 
f i nance of f i ce ca n of t e n  be s o lved thr o ugh s imp le ch anges in p r o cedures , 
such as requi r i ng a p o l i ce es co r t  f o r  cou r i e rs making de p os i t s  in ba nks , 
vary ing de p o s  i t  t ime s , tra ns p ort i ng onl y limi t ed amo unt s of money at o ne 
t ime , ins i � t i ng upon s e p a ra t e  key s  f o r  cas h  boxe s , phy s ical ly se c u r ' ng the 
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cas h i e r ' s  area , ins t a l l i ng burgla ry and ro b be ry ala rms , sc r e :. n i ng and 
bond ing of pers onne l , and making mino r ad j us tme nt s  in phy s ica l a r range-
me nt s . 
Int e rviews with pe r s onnel at the t ime of a phy s ica l ins pe c t ion wi l l  
hel p  t o  d i s cove r exp osures in f i nance op e ra t ions and wi l l  al s o  hel p  to 
de t e rmine al t e rnat ive cont r o l  me asures . 
Typ i ca l  exp osu res in a f i nance of fi ce may include : 
* uns ecure d  ac ce s s  to ca sh dr awers 
* lack of secu r i t y  in the cashier ' s  areas 
* lack of or inadequate bond s for pe r s o nnel 
* la ck of or inadequa t e  s cree ni ng of pe rs onne l 
* cash le f t  ove rni ght in cash drawe rs or sa f e  
* la ck o f  bu rgla ry and ro bbe ry alarms 
* fa i lure to kee p  do cument s and re cord s in a f l rep roof vau lt 
* inadeq ua t e  account ing p roce dures 
Thes e  and ot he r def i c i encies can be ide nt i f i ed read i l y upo n  ins p ect ion 
and , in mo s t  ca s e s , ef f e c t ive and re lat i ve l y  inexpe ns i ve cont r o l  meas u res 
can be ins t i t u t ed . 
7 • Counc i l s , Board s , and Commi s s ions . Al t hough di s cu s s io n  of risk 
manageme nt pract ices f o r  ap p oi nt ed or ele c t ed counci ls , boa rds , and com-
mi s � ions in local go ve r nme nt is be y ond the scope of this Hand book--o f t e n  
beca use the i r  s cope is di r ec t ed to  ob j e c t s  be y o nd o r  a t  leas t di f fe re nt 
f r om th e no rmal ope ra t iona l  o b j e c t ives of loca l go v e rnme nt --a few ge ne ra l 
rema rks are in orde r .  F irs t ,  the ri sk ma nage r  should review the ordi nan-
ces , s t atutes ) or res o lu t ions es t a bl i s h i ng al l  cou nci l s , boa rd s , and com-
mi ss ions to de t e rmine the ext ent of the loca l  gove rnment ' s f inanci a l  and 
l ega l res pons ibi l i t y  for them and the i r  act ions . In th i s  way , he or she 
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c a n  a l s o  be g i n  to �dd r e 8 s  the i r  i ns u ra n ce , bo nd l llB a nd ot h e r r i s k  lIla n:\ g � ­
me n t req u i re me n t s ,  i f  any . 
Se co nd , as the ac t io ns of the s e  en t i t i es may crea t e  ex p o s u r e s and 
l i ab i l i t i e s  f o r them as we l l  as f o r  t il e  lo ca l go v e rnme n t , the ri sk ma nage r 
shou ld regu la r ly re view the i r age nda s ,  the mi nut e s  of al l me e t  i ng s , and al l 
a c t ions t ake n .  Pe r i od ic phy s i ca l ins p e c t io ns of the i r faci l i t i e s  and 
o p e r a t ions shou ld be co ndu ct ed , es pe c ia l ly if t he lo ca l go ve r nme nt is 
res p ons i ble f o r  the ac t ions of the ent i t y _ 
F i na l ly , whe re ap p l i c a b le , the risk manage r sho u ld se e k  to have thes e 
e n t  t t ie s  made a f orma l  part of t he r i sk manageme n t  prog r am . A f t e r  a l l , 
they a re pa r t  of the loca l gove rnme n t , and the same tax do l la rs co ver the i r  
op e r a t i ons and lo s se s . 
8 .  Spe c i a l i z ed En t i t i e s . Th i s  Ha nd book p rovides a ge ne ra l t r ea t me n t  
of lo ca l go ve rnme nt ri sk manageme n t . I t s  in t e nd ed au d i ence is ge ne r al p ll r -
pose l o c a l  go ve rnme n t s  and the i r  of f i c i al s . C ons e q uent ly , i t  has not 
a d d r e s s e d  the ri sk mana geme nt requi reme n t s  of seve ral s pe c i al i z ed uni t s or 
e n t  i t i es w i t h i n  lo ca l go ve rnme nt s .  These inc lude uni t s  such as z o os , 
muse ums , p ll bl . c t rans i t  sy s t erns , ai r p o r t s , aircraf t ,  hos p i t a ls , commun i t y  
c e n t e r s , aud i t o r i ums , s ch o o l s , hou s i ng au tho r i t i e s , and ma ny ot he rs . Risk 
manage ment a s s i s t ance f o r thes e s pe ci ali z ed a r ea s should be s o ugh t  
e l s ewhe r e . A good s t a r t i ng pla c e f o r  those i nt e res t ed mi ght be p r o -
f e s s i o na l  rl s s o c i a t i ons f o r  the e nt i t i e s  in ques t io n and cons u l t a nt s . nd 
i ns u r e r s  who se r ve the s e ent i t ies . Wh ile ce r t a i n  exp o s u re s are sp ec i f i c to 
e a ch ent i t y  ( e . g . , land i ngs and t ake-o f f s of ai r p la nes are s pe ci f i c ri sk s 
of ai r po r t s ) , many ar e a l s o of a ge ne ral na t u r e  ( e . g . , money hand li ng , 
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housekeeping , and saf e ty ) , and the di s cuss io n of thes e ge neral i t ems he re in 
should be of some value . 
9 . Vehicle Use Program.  In addit ion to the recommendat ion made in 
Sect ion B of this chap ter regard ing vehicle exposures , every lo ca l govern-
ment should es tabli sh a program conce rning veh icle use in orde r more ef fec-
t ively to manage the exposures as sociated with such use . One such program 
fo llows . 
a .  Al l pers ons who use vehic les mus t have valid ope rato rs 
licenses ; these  shou ld be checked upon emp loyment and annual ly on 
the emp loyment annive rs ary . 
h .  All pers ons who use vehi c les should rece i ve i n i t ial tra ining 
and periodic retraining in gene ra l vehicle op era t io n princip les as 
wel l as regula r specialized traini ng in the use of t he spe ci f i c 
vehicle s  to which they are as s igned . 
c .  A regular def e ns ive driving cours e ,  such as the one spons ored 
by the Na t ional Saf ety Counci l ,  ca n be of great value to a lo ca l  
government . ( Nashvi lle , Tennes see , reduced chargeable accident s 
by ove r  30 pe rcent af t er requiring all emp loyees to at tend such a 
course . )  Def ens ive dr iving courses not only help emp loyees deve l­
op skills that wil l  enable them to prevent "at fau lt " accident s 
but also to avo i d  ac ci dent s that are the res ult of the negli gence 
of othe rs . 
d . Annually on each emp loyment anni ve rsa ry dat e , the emp loyee ' s 
driving record should be checked wi t h  the state po lice or de part ­
ment of mot or vehicles as wel l as with ne ighbori ng local po Li c e 
juri s d i c t ions . In ad di t ion , the emp loyee should sign a statement 
divulging his traf f ic of fense reco rd for the pa st  yea r  ( i . e . , 
numbe r and type of ci tat ions , accident s , arres t s ) . Exces s ive 
vio la t ions ( a s def ined in the cO lnmunit y ' s  ri sk management po licy) 
should result in los s of dr iving privileges , suspens ion from o r  
los s  of emp loyment , or othe r penal t y . 
e .  Al l ac cident s invo lving vehicles owned by the communi ty and / or 
ope ra t ed by community pe rs onnel should be rep ort ed to the ri sk 
manager whose job it wil l  be to inves t igat e  these accident s .  
Excess ive at-fault accident s  by an emp loyee should result in 
app ropriate adminis trat ive and / or dis cip linary act ion . 
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f . A pol icy s t r t c t ly li m t t  t n g  ·· ho t pu rs ui t s "  s hou ld be ad op t 'd 
and enf a r ced . 
g .  Veh ic le saf e ty ru le s ( e . g . , al l pa rked veh ic le s  should be 
locked and keys removed , e t c . )  should be adop t ed and enf o r ced . 
h .  A po l icy rega rding out-o f - s t a t e  use and pe rsonal use of the 
commu ni t y ' s vehic les  should be ad opted and enf or ced . 
i .  Pro cedures f o r  rep o r t ing and ha nd li ng accident s and ot he r 
loses to vehicle s  should be adop t ed . 
j .  Accurat e records must be mai nt ained regarding all of the ele­
me nts of the program , and program po li ci es and procedures shou ld 
rout i nely be reviewed for the i r ef f ec tivenes s . 
Such a prog ram , simp le as it seems , is ra rely found i local govern-
men t e Yet i t  has the clea r pot e nt ial not onl y  to save mo ney and prevent 
publ i.e emba r ras sme nt bu t al s o  to pre ve nt p r op e r t y  los s and injury and de a t h 
t o  local go ve rnment emp loyees and me mbe rs of the pu bl i c . 
D .  Summary . 
Th i s  Chap t e r  has di s cus s e d a va r i e t y  of lo ca l gove rnment al exp os ures 
and al t e rna t ive ri sk manageme nt contr 1 measures . The pur p os e  is not to 
cov e r  all such exp os u res and cont r o l  meas ure8 but ins t e ad to pres e nt some 
examp le s f o r  lo ca l  go ve rnment s .  
Loca l  gove rnment a l  exp osures were p r e s e nt ed in several ca t ego ries 
i nc l ud ing l i a bi l i t y ,  pe rsonne l , p r o p e r t y ,  of f - and on-p remi s e s  exposu res , 
and veh i c u la r  exp os ures . Veh i c le exposures were subd i vided i n t o  
ma int enance , dr i vi ng hab i t s , thi r d pa rt y accident s , ind i vi dual inci dent 
comp reh ens ive risks , and exp o sures to ca t as t r ophic los s . Typ ical ri sks and 
r i s k  mana ge ment alt e rna t ives , exemp lary of s i t uat ions f ound in many lo ca l 
government s , we re di s cus sed . 
I I I 
The ge ne ra l sec t ions , wh i ch p res e nt ed ex p o s u res and c..o n t r o  1 me 'l s u re s  
a p p l i cable t o  mo s t if not all loca l  go ve rnme n t a l  ope ra t ions , we re fo l l owed 
by a di s cus s ion of exp os u res and ri sk manageme nt opt io ns di s t inct i ve to the 
ma j o r  de part ment s  and funct io na l  areas in loca l government . These include d  
publ i c  saf e t y , publi c works and ut i l i t i es , ga rage op e r a t i ons , pa rks and 
rec rea t ion , of f i ce op e ra t ions , f inance op erat ions , and counci l s , boa rds , 
and commi s s ions . The Chap t e r  conc luded wit h  a br i ef but ef f e c t ive risk 
management p rog ram for local gov e rnme nt veh i c le use . 
C e r t a inly not all ri sks f a c i ng lo ca l gove rnment s nor al l cont r o l  
op t ions we re p r e s e nt ed he re . Ye t a fa i r l y  broad samp le i n  se ve ral cri t ica l 
a reas wa s di s cus s e d . I f  wi s e l y  used ) the s e  examp les ca n  be hel p f u l  t o  
l oca l off i ci a l s  and ri sk managers tr y i ng t o  es t ab l i s h o r  expand a lo ca l 
gove rnment ri sk management prog ram--es p e c i a l ly if placed in the pe r s pe c t i ve 
p rov i de d in ea r l i e r  chap t e rs wh i ch ou t lined the pri ncip le s of risk manage­
ment and C hap t e r  VI on lo ca l gove rnment ins urance wh i ch f o l lows . 

A .  Ge ne ral . 
CHAPTER V i  
INSURANCE 
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Rega rd le s s  of b i z e r bud ge t , few lo ca l go ve rnme n t s  ca n a f. f o rd to he 
w i t h o u t  any f o em of comme r c i a l  i ns u ra nce . Although loca l gov e r llme nt 
pu r chas e s of ins u ra nce may range from comp reh e ns i ve ins u ra nce pa ckages in 
s ma l l  communi t ie s to cov e rage for ca t as t r o p h ic los ses onl y in la rge r ones � 
i ns u r a nc e re ma i ns as the s i ngle mo s t  common ele me n t  in loca l go ve rnme nt 
r i s k  manageme n t  p rog rams . 
No ma t t e r the t y p e  re q u i red no r the s i z e  of the budge t , ca re mu s t  be 
e xe r c i s e d  i n  pu rchas i ng i ns u ra nce co ve rage . Th i s  Chap t e r  wi 1 1  di s clls s 
s e v e ra l  fa c t o r s  of imp o r t a nce i n  the pu rch a s e  of ins nra nce a nd s ome )f the 
t y p i ca l cove ra ge s ava i l a b le .  Th i s  Chap t e r t s  no t in t e nded to be a c )m r l � t -· 
o r  e x t ens i v e  d i s cus s i o n  o f  loca l go vc r nrne n t  l ns u r nee req ui [' �lll :> n t s  a nd 
o p t i o n s . It sh ou ld , howe ve r ,  p r o v i de an e f f e c t i v e  ove r v i ew of the f i e l d  
a nd o f  the mo r e  impo r t a nt ele me n t s invo l ved . 
B .  Ma j o r  Co ns iderat ions . 
The pu rchas e of ins urance i s  of t e n  a ma jor  and some t imes a cont r ove r-
s i a l  de c i s  l o n  in lo ca l go ve rnme nt . Se ve rRl fa c t o rs of a ge ne ral na tu re 
sho u ld he cons ide red ¥The n  ma king an i ns u ra nce p u r ch as e . Among ot he rs , the 
f o l l ow ing de s e r ve pa rt i c u la r  a t t e nt ion :  max i mum cove rage f o r  mi n imum cos t , 
b i d d i ng ,  ne go t ia t ed bi d s , bi d s p e c i f i c a t i o ns , re l a t io ns h i p wi t h  age n t s  and 
i ns l l ra nc e  co mpa n i e s , l o ca l  age nt s ,  ins u ra nce commi t t ees , s p l i t t i ng the po t , 
p o o l s , us e of cons u l t a n t s , and the ins u ra n ce compa ny . 
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1 .  ��x imuM Cov erage for Minimum Cos t . In lo ca l go ve rnme nt jus t i-lS in 
p r iva te  bus i ne s :-l  pu r ch a s i ng go od s  and se r v ices at the lowes t po s -.> i h h.' cos t 
con ' ls L e n t  " i l h  req u i red q ua l i ty makes good ec o n om i  s "' ns e . Th i s  In- i n c i  p L e 
h o l d s  t r ue f o r  th e pu rchase of i ns u rCi Il ' P  as we l t as wi t i l  ot he r i L em:; . Ti lt' 
I f) w , � , t and lx"' s t  b i d  or >fopos a l  wi l l  he d L e nn i n 'd hy a :Olil h i  na t i ) n o f  
cove ra �e a n d  se r v i  e a s  we l l a H  p r i c e . Se rv i c _ i nc l u des 1 , l i r.ls aci j l1s t lll(, I l L , 
l os s ' nd Ra f e t y  eng i llee r i ng ,  prov is ion of los s da ti-l , rind a hos t )f ot he r 
t h i n g s . 
2 .  Bid ding . B id d i ng a cor.uau n i t y ' s  ins u rance prog ram is almos t al vays 
t h e  p r e f e ra b le l:le t hod of pu rch as i ng i.ns u ranc e . Hany lo ca l  go ve rnLle nt s Ilave 
no ch o i ce i n  the mat t e r--s t a t e  law or lo cal o rd i na nce or ch art e r  pr ov i s i o n 
may re q u i re bi dd i ng . For ot he r s , howe v e r , b i d d i  19 is op t i onal . 
r e a , ' o ns com pe l o t he r w i s e , bi d d i ng should be t l.e ch o s e n  l!le thod o r  10 a 1  
1 .  Negu t i a t e d B i d s . S ome l o ca l go v(! r llrle n t s  f e e l t l l a t  ;1 req l l i  rei.) n t  tn 
b i d  Ls  i n f le x i b l e .  Al though t h i s  may be t r u e i n  s o me ca s e s , in the 
p u r c h a s e  of insu rance a "nego t i a t ed bi d "  is no t unu s ual . 
1\ ne go t i a t ed bi d works t h i s  wa y . B id spe c i f i c rl t ions a re de v _ lo p ed , l ind 
b i d s  a r e  re c e i v e d  as in any ot he r bi d d i ng p r o ce d u re . The p u r chas ing of t i -
c i a l  ( r i s k  flla n a g e r or pu r chas ing ag � q t ) e l i mi na t es unq uali f i ed and exc _ 8 -
s i ve l y  co s t l y p r o p o s a l s  and s e le c t s  two o r  mo re f i nal i s ts  tha t ee t lo ca l 
r equ i r:eTilent s .  He. or she then nego t i a t e s wi t h  the f i n a l i s t s f o r  a corLl. p l e t e  
p a ckage . Th e nego t iat ion I.li l l  at t emp t to S e C u r e c o nces ,' i o n s  f r om t I L  
\ 
b i dde r in l he a r eas of cove rage , se rv i c e , and pr i c e . In ot he r wo rd s , the 
r i s k  manage r or ot he r p urchas i. n.g of r '  ' al wi l l  t r y  Lo imp rove L he bi d or 
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p r o p o s a l  I n  t e rms of p rod u c t  o r  se r v l e p  ( ) l b� red wh f L � _ l t h e ,' low(· r l ng u r  
rna ' nt a i ning th e o[" i g l na l  p r i c e  i n.  an ef f o r t  t se cu re the 1 0\o/e s t  a nd b s t  
b i d . 
A not e on e t h i c s is in ord e r wi th re ga rd to negot t a t ed bi d s . In the 
o p i ni o n  of the au thors , to us e the res u lt s of nego t ia t ions wi t h  one ve nd o r 
i n  ne go t i a t i o ns with anot he r i s  not e th ica l . This i s  a me t ho d of br i ng i ng 
u nf a i r  p res s u re on the pe r s o ns or age n ci e s wi th whom one is nego t i a t ing , i t  
l e fl ve s  a ba d  i mp re s s io n o n  the pa rt ies in vo lved , gene ra t es i l l-wi l l ,  i s  i n  
p o o r f o r ru ,  a nd ca n  be count e r- p roduct i ve .  On ba la nce , how e v e  r ,  and wh e n  
c o nduc t ed i n  an e th ica l ma nne r ,  a nego t  iated bi d ca n he l p  a l o ca l go ve r n­
me n t  imp rove the scop e of i ns u ra nce p rop o s a l s  and / o r red uce p r o p o s ed 
p r i ces . S t r i c t ly speak i ng , i n� u ra nce i not a p r od uct bu t ra the r a pe r-
s o na l se r vi c e . Thu s  i t  ca n  be likened to the se rvi ces of an a r ch i t e c t , 
co n s u l t ing e ng i nee r ,  lawy e r , ac c ount a n t , or ot he r pe rs onal se rvi.ce p r o-
v i de r . In lo ca l gove rnme nt the s e  p r ov i de rs ge ne ra l ly do not " b i d "  the i r  
s e r V' i c e s . Ra t h e r ,  the y s u bmi t p r o p o s a l s  and ne go t i a t e  cont rac t s . I f  t l l i s  
t y p e  o f  ar rangement i s  ac ce p t e d lo ca l l y  f o r  la wy e r s , C P A ' s ,  a nd o t  h e  rs , I t  
s ho u ld p ro vide a mod e l  f o r  ad o p t ing a nego t i a t ed bi d pos tu re f o r  t h e  
p u r .:.h as e  o f  i ns u ra nce .. 
4 .  Bid S�ecif icat ions . �idding an. i.nsul': an.C'.e. yn: og-r a\\\ , espe(:.i al \ 'j t o t:  
t he f i r s t  t i me , ca n. be a f ru s t r a t ing exp e r i e nce . A grea t de al o f  ini o r-
illat ion is re q u i r e d , mu ch of i t  in the la nguage of the ins u r a nce i nd u s t r y .  
The lo ca l go ve rnmen t s o l i c i t i.ng bi d s  E o I'  the f i r s t t ime sho u ld de ve l op 
s im p le s t ra igh t f o rwa rd bi d sp e c i f i ca t i o ns . Tel l the pros p e c t ive bi d de rs 
the t y p e s  of cove ra ge , l i mi t s , and deduct ible s  requi red . P rovide los s 
h i H l c ) ry d a l a : m d  s l :-t n d a rd ro ' m s  on wh i c i t  fl l I. h i d d c > r . '  I 'll l � ; l '- \ l � ; p o l ld . T i l l' 1 " \ '  
o r.  I::i l a nda r ' l  f o r m s  1,,/ i. 1 1  he l p  i n  U w  (' va l ua t i. o n  �) f p r o p  s (  J ..,  as ; 1 1 1 i n i" n l- ­
ma t i o n su br.li t t e d by propos e rs or bi dd e r �� wi l 1  be i n  tile same f o  r n t . 
5 .  Re la t i o ns h i p s . An a r g ume n t  F req uen t l y he a rd f o r  no t bi d d ing i s  
t h a t bidd i n g  d o e s  no t al l o w a lo cH l gn v e rnlue n t t o  ma i n.t a i n .q rela t io ns l t i j) 
w i t h  an i ns u ra nce age ncy or company . A r e l a t  ' ons h t £>  wi t h  an i ns urance l) ro­
v ide r i� I:J( ) - t h  no no r e  o r  le s s  than th(� sum o f  the cove rage a nd se rv i c. e  
p r o v i d e d  a t  the cos t o f  t h e  pr g ra m . an o t he r q ua l i f ied provid r C I A do 
m o r e  f o r  le s s , that is the re l a t i o n l::i h i p to pu r s u e . No Illagic i s  a t t a c h e d  to 
h a v i n g n�l:la L ned w i th the sa me age n t  ( ) r L I J ll pa ny fo r Lwe l l t y  ye '] r s .  
n n  I '  a loca l go v e r ll l1e n t  be ome s ;} Li a h i 1 i t y  ( i . p . ) eXC' t' s }) l v e  1 s . ' ps ) t o  , . 1 1  
i ns u r a n ce r l ge n t  o r  com p a n y , t h e  re l a t i o n s h i p  s ll d rJ n l y tu r ns su u r . Th 
r e l . t i o n s h i p i s  on l y good as long a s  t he i n s u ra Q c P  ag nt dnd C l ilpa ny ma ke 
m o ne y . 
The le s s o n  he r e  is to shop a r o u nd a nd to cOlapa r e  cos t ,  se r v i c e , and 
c o ve rage . Th e n  p u r cha s e  the i ns u ra n (. req u i red . A relat io ns h ip wi l l  
d e ve l o p , es p e c i a l l y  i f  t h ' i ns u ra n c e  p rovide r i. s  re g u la r l y  eva l ua t ed and 
has  to re bi d eve ry  th r e e  to f i v� y�a rs . 
C ha n g i n }.� c ompa n i e s  o r  age nc i f' t r eq ue n t l y or b id d i ng an i nS U [; l l l ' )  
p r og r am t Ot }  o f t e n  i s  ge ne ra l l y  i nad vi s a b le . Chang i ng c Ol u p a  ni s by 
r e b idd ing i l :1 nual y may ob t a in a lo we r p r e m i uT.l in some Y2a rs , bu t i n  such a 
c a s e  i ns u r a n ce ca r r i e r s wi l l  no t be t 'l c l i n  -' d  tn give the i r  bes t p r i c e s  
be c a u s e  t h e  'I kno w  t h e y  IllU S  t g o  t b r o ugh I. he bi d d  i flg proces s the nex t  yea r . 
T h e  ins u re r  is a p r of i t-making en t e r p r i s e  and wi l l  be incli. ned to bui l d i n  
a cus h i o n  for co n t i nge n c i e s . If the L I1.S l lre r kn oyJs i t  w i l l have the r i s k  
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f or a longer pe r i o d , i t  wi l l  be mo r e  likely t o  gamb le tha t in the long-run 
los s es and premiums wi l l  ba lance ou t in its fa vo r . Cert a i n  cos t s  to the 
a ge n t or company whe n  taking on a new ac count are inc l uded in the ove ra l l  
c os t o f  the co ve rage . The s e  cos t s  inc lude the cos t o f  se t t ing u p  f il i ng 
and re c o rd keep i ng sy s t ems , es t a b l i shing a c la ims hand l i ng proce s s ,  hi r i ng 
add i t i ona l pers onne l , provid i ng los s and saf e t y  eng i ne e r i ng se rv ices and 
requ i re d rep o r t ing , and ge ne ral ly ge t t i ng to know the ac c o u nt . 
F or the s e  and othe r rea s ons , changi ng age nt s or compani es too of t en may 
keep premium co s t s  unne ces s a r i ly high . As i n  many ave nues of Ii E e , a 
mi dd le gr ound is re comme nded . B iddi ng ins u ra n ce eve ry thr e e  to f i ve yea rs 
app ea r s  to mee t  the obj e c t i ve of a pe r i o d ic t es t ing of the ma rket wh i le 
caus ing no und ue pr i ce inc rea s e s . 
6 . Loca l Age nt s .  Some loca l gove rnme nt s ,  es p e ci al l y  smal le r ones in 
mo re ru ra l a r ea s ) may be t emp t ed to pe rmi t onl y  lo ca l or t"eg i o nal ly ba sed 
age n t s  t o  bi d o n  the i r  ins u ra nce p rog rams . T h i s  i s  ra re l y a sound p rac t i ce 
a nd ca n a l mo s t ne ve r be eco nomi ca l ly j uo t i f i ed . 
One p o t en t ia l ly se r i o u s  p r o ble m tha t  ca n res u l t f r om t h i s  p r  c t  ice is 
tha t local age nt s may ha ve li t t le kno w le d g e  of go ve rnme nt al ac t i vi t i e s , 
op e ra t ions , and exp os u res and know even le s s  about go ve rnme nt al tort lia-
bi l i t y . In su ch a s i tu a t ion , the lo ca l gove rnme nt is unwise l y  and un-
nece s s a ri ly res t r i ct i ng i t s  ab i l i t y  to p u r chas e the bes t cov erage s e rv i ce 
avai lable . 
C omp e t i t io n  f ro m  non-lo ca l  age nt s  is of t e n  a l e a l thy exp e r i e n  e bo t h  i n  
t e rms o f  p r i ce and se rvice . As l o ng a s  the rule s of the compe t it io n  a r e  
r e a s ona b le and a re app l i ed fa i rly , c ompe t i t io n  s hould p r odu ce a be t t e r  
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ins urance package a t  a lowe r to ta l cos t . I n  a so-ca l le d  marke t economy the 
exc lus i o n  of non-l oca l  agent s f rom c mpe t i t ion is di f f icu l t to j us t i f y . 
As res pons ible s t eward s of the taxpaye rs ' money,  l oca l of f icials  sho u l d  
want the  pu rchas e  of  qua l i ty se rvice and product s f o r lowes t pos s ible 
p r i ce s . Compe t i t io n  wi l l  he l p to do jus t th is ,  a nd res t r i c t i ng bi ds t o  
loca l agen t s  u n ne ces s a r i l y res t r l c t s c o m p e t i t i. o n . 
7 .  I n s u r ance Commi t tee . In lo ca l go v e rnme n t  an i nsu ranc '"  comm 1. t t  
can be a va l uable t o o l  whe n  s t r u c t u r i ng an iT s u ra n ce p rog ram and purch s .ing 
i ns ura nce . Th i s  emphat ica l ly does t me an a commi t t ee r u  d u p  of 
ins ura nce i ndus t ry re p res ent at ives adv i  ing the loca l go vernme nt .  Alt hough 
the us e of i ndus t ry pe rs onnel to advis e  loca l  gove rnment s is not unu s ua l-­
a n d  the i r  ad v i c e  can be he l p f u l--p r o b l e ms ca n ari se . 
T o  be g i n  wi t h , an ins urance commi t t ee made u p  of l ns u ra nce age nt s  t o o  
c l ose 1 y  re s emb les . .  the f ox guard i ng the ch icken c o p . Age nt s on tl e com-
m i t t e e  may bid on the co mmu ni t y ' s  ins u rance pac kage , and , if so , a se rl ( u s  
cO l l f lic t of  int e res t ex i s t !>  as they he l ped t o  de s ign the requi reme n t s . 1 n  
add ' t io n ,  i ns u ra nce age nt s may not he es p e c  a l ly inc l i ned toward o r  
know le dgeab le of risk  manageme n t  al t e  rna t i ves othe r than insu rance . Th i S  
the i r advice  may we l l  p roduce a n  e t e ns i vely de ..,e l o p ed in.s u ra nce prog ram 
a nd an unde rnou rished r i sk manageme n t program . Re membe r tha t ins urance 
agent s ea rn commi s s i ons f rom the s a les o f  ins ura nce po l i c i es . 
An ins urance commi t t ee in a lo ca l governme nt should cons i s t  ins tead of 
the ri s k  manage r ,  purcha s i ng ag ent , and ot he r  key pe r s ons f rom w i t h in the 
local go ve r nme n t  inc lud i ng the ci v i l  couns e l , f i nance d i  r e c t o r , rep re s c n­
t a t ives of ma j o r  indep ende nt  ent i t i e s  ( s choo ls , Ilt " l i t ies , e t c . ) ,  pe r . ..; o n ne l  
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d i r e c t o r , and o t he r s as re l e v a n t . ea re s i lou ld he t ak n lO t to . r ' ; 1  t ... a 
' ommi t t ee so la rge tha t L t  I)(' colu ' , '  eu m bp rs om ' hi l t  not to m� k ('  S C I  sl l�l l l 
a s  to fa i l to re p res e n t ma j o r  a r eas oE ' o n c e r n . ' 111 e pr i nci pa l  f un . t  i o n  oj 
t h i s  commi t t e e  shou ld  be to adv i s e  the r i s k  raanage r rega rd i ng the ty p e s and 
s co pe of ins u rance cove rage req u i red to p r ot e c t lo ca l va lue s . 
8 .  Spl i t t ing the Po t .  G i v e n  the s igni f icance of a loca l governme nt ' s 
i ns u ra n ce p r o gram and premi um do l la rs , pur chas ing f r om a s i ngle ag ency , o r  
w o r s e  ye t an ou t-o f - t own agenc y , m a y  gene ra t e  loca l  po l i  t ica l o p p os i t io n , 
e s p e c l � l l y  f r om lo ca l ins u rance agent s .  Som� c mmun j t ie s  a t t em p t  to pa c i f y 
t h e 1 0  a ins urance ind us t r y e i t he r by cl i  v i ti ' ng the ins u r a n c  � hu s ' 11 · s s  
a m01 g 1 l11l!le r o u s  lo ca l age n t s  o r  by re q u i r i ne th " ag e n c y  tha t wr i t e s  t i l  
10c8 1 gove r nme n t ' s  bu s i ne s s  t o  s p l i t  i t s  commi s s i o n  w i t h  ot he r l o ca l 
a ge n t s . The ma j o r  fa l la c y  wl l h  th e f o nne r ap p r  ach  i::> t ha t  i. t  fa i l s  t o  
p ro v L Je a s i ng l e f o c u s  of re s p ons i b i l i t y [ o r  t h  comuu n i t y ' s i ns u ra n " 
p ro g rau . {.]i t h  the la t t e r  ap p roacll , if a s i ngle :=tge ncy w-r i t e s  the bu s i neb s 
b u t  t71u s t sp l i t i t s  commi s s i o n , it \.Ji l l  he le s s  l) r one to prov ide t he se rvi c e  
t h a t sho u l d  he ex [>e c t e d und e r  the po l i c y _ 
A l t h ou gh the s e  me t h o d s  o f  pr o v id i ng fo r ins u r a n ce cove rage may avo i d  
p o l i t i ca l  o p J o s i t i on , the y  ha ve n o  log ) , . No d i f f e r e n ce ex i s t s , for  
e xa m p le , be t we e n  �' e C:lt r i ng ins u r.1. n  . ..  i n  t h i :� wa y and fl po l i c y  un d ' r  wh i ch a 
c onm lLni t y  [ili ght req u i r e a c o n t rflc L o r  to d i v ide h i s  r r o f i t  wi t h  al l ot h e r 
c o n t r a c t o r s �l e n  he hui l d s  a �l i l d i ng or co ns t r u c t s  a s t r e e t . 
Y . P o o l s . Ins ura n ce po o l s  fo r loca l gove rnnent are compa r a t i v e l y  new 
a nd ca n be ex t reme l y  he ne f i ci al to t he pa r t i c ip a nt s . The o p e ra t i o n  of a 
p o o l  is s im i l a r  in na t u re to an a s s e s s a b le mut u a l  i nsurance company i n  
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t ha t , if the poo l ge ne ra t es a prof i t , the pa rt ic ipant s ga in the ad vant age 
by re ce iv ing ei the r dividends or a reduced ra t e in subsequent yea rs . Of 
cou rs e , the p oo l mi ght pos s ibly s u s t ain lo s s es in exces s of income 
r e q u i r i ng the pa rt i c ipant s to co n t r i bu t e  ad d i t io na l  f und s . Th is po t en t ial 
p ro b le m Crl n be a l le v i a t e d to a s u bs t a n t i a l  de g ree by the pu rc.ha s e  of re-
i n su ranc e . Rei nsu ra nee is a me thod by wh i c h  an ins u ra nce ca r r l � r  o r  
o t he r r i s k- t ak ing pla n , such as a poo l , ins url.::s i t se lf  ag a ins t lo s s es i t  
ca n no t  af f o r d to su s t a i n . 
G ene ra l l y ,  p r emI ums charge d by a po ol wi l l be compe t i t ive wi t h  the 
. i ns u ra nce co mpanies due to lowe r admi n i � t ra t i ve cos t s  and the fa c t  tha t the 
p o o l  need no t ge ne ra t e  a prof i t . As ins u ra nc.e companies have res t r i c t ed 
the i r wr i t i ngs in t imes of poo r unde r w r i t ing or loYl inves t ment s , poo l s  have 
bec ome es p e c i a l l y  at t ra c t i ve in hand l ing the ins u rance ne ed s of lo ca l 
g o v e r nment . In some se c t ions of the count r y ,  po o l s have be c ome the onl y 
s on rce of co ve rage o r  the onl y re as onab ly pr i c ed me t hod of hand l i ng ce r t a i n 
l i ne s  of ins u ra nce for lo ca l gove rnme nt s . 
1 0 .  Cons ul t a nt s . An imp o r t a n t  sou rce of as s i s tance to loca l go vern-
me n t 8  in bo t h  ri s k  ma nageme n t  and i ns u ra nce pu rchas ing is the co ns u l t .::tnt . 
Of t e n  s p e c i a l i s t s  in insura nce and r i sk ma nageme n t are ava i la ble from loca l 
c o l le g e  or un i ve r s i t y fa cu lt ies or pub l i c  se rv i c e s t af f s  and ca n p rov i de 
v a l uable as s i s t a n ce . In ad d i t i on , p r i va t e  cons u l t ant s are al s o  ava i la b le . 
Tbe f e e s  cha r ged by the s e  ind i v i d ua l s  or f i rms w1 l 1  fa l l wi thin the ra ng e 
cha rg ed by othe r p ro f e s s io nal pe rs ona l se rvice p r ov i de rs . Ei t he r  the p r i ­
v a t e  or publ1. c se c t o r  cons u l t a nt s ca ll be u s e d  in co n j u n c t  iO r1 wi t h  a n  
i ns u ra n c e  o r  ri sk ma na geme nt commi t t e e . Howe v l.! r ,  alt hough the cO J1ti u l t Q n t  
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will  recommend ce r t a i n  al t e rna t i ves , the f i nal  de c i s io n  mus t res t  wi th the 
l o ca l gove rnment . 
One caut i o n  with re ga rd to the use of cons u l t ant s .  Some cons u l t ant s 
a r e  as s ociated wi th part icula r  ins urance br okers . If this  is the ca s e , the 
broker or cOfilpany for which the cons ultant wo rks sho u ld not be al lowed to 
bid on the commu ni t y ' s  ins urance . Thi s  wi l l  hel p  to avoid a conf l ic t  of 
int e r e s t on the pa rt of the cons ul t ant . 
1 1 . Ins urance Company . Once bid s  have been submi t t ed , the task is to 
eva luate the bi ds and se le c t  the mo s t  cos t-ef f e c t i ve prop os a l . At some 
p o i nt dur ing the se l e c t  ion proces s ,  the ri sk manage r mus t  be as su red that 
the fi nali s t p roposals a re f r om reputable , f i nanci a l l y  sound ins u ra nce 
c ompa nies or agenci es . How ca n  th i s  de t e rmi na t i o n  be made ? Al though no 
ins u rance compa ny ca n guara n t ee it will have the res ources to mee t i t s  
obligat ions , sho u ld they o c c u r  at  one t ime ,  in many sta tes a guaranty fund 
exi s t s whi ch wi l l  pay if a li cens e d  and admi t t ed company la cks the f inan-
cial res ources to cove r a l l  i t s  ins ured lo s ses . Thi s  fund as ses ses the 
o t he r l i cens ed ins urance conpa nies for  the amount of the los se s . A risk  
manager should not re l y  on th i s , howeve r . I f  the guaranty fund is  cal le d  
u p on t o  pay the lo s s e s  o f  a def unct company , yea rs ca n  pas s bef o r e a c la im 
i s  ac tually paid . 
In the p rope rty and cas ua l t y ins u ra nce f ield , the Alf red H .  Bes t 
Comp a ny publ i shes two ref e re nce guides usef u l in as ce rt a i ni ng the f inanc i a l  
s ta h i l i t y  o f  t ns u re rs . Bes t I n s u r a n c e  Repo r t s : Prope r ty�_��!...a h� b 
a comp r _ hens i v e  a na l ys i s  of nea r ly a l l  o f  t he [ r ope r t y  and ca s ua l t y  
i ns u ra n  e compan� es . I t  not only supp li es f i nanci al da ta but a l s o  bri ef ly 
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d es cr i be s  t h e  unde rw r i t i ng p""' i l o s o p h y  o[ the i ns u l:'(� I:' ,  i t s re i ns u l", n e e , anli 
t he ma nage me nt o f  the com p a n y . Be s t  I S Key Ra t ing Gu i d e  is a sr.1a l le r  bo ok 
but is norma l l y  su f f i c i ent f o r  the i ns u  ranee p u r cha s e r  to jud ge rt compa ny . 
I t  g i ves pure l y  f i. na nc i a l  inf o rma t ion . Bo tb bo oks ind i ca t e  a ra t ing ba sed 
u p o n  a num h e r o f  va r i a b le s : und e rwri t i ng res u l t c; ,  qua l i t y o f  ma na g ' f'l i l t , 
a. de q ua c y  o f  res e r ves t o  pay c la i m s , .:tde q u:lcy of s u r p l u s  f und s to pa y 
c t a s t r o p h i �  J o s s e  , a nd the soundn es s of the inv s t me n l  po l i c y . 
The ra t i n g s  ra n g e  f r om A+ t o  C .  A+ a n d  f\ a r c  ex 'el Le n l , B+ v � ey gl h Hi , 
B good , C+ f a i r l y  go o d , and C fa i r . L r a ·o P.lpa ny d o e s  no t dese  rvc  t i l ' C 
r a t  l ng ,  sta t eme n t s  s ll ch as " ra t i ng d e f e r r ed " are u s e d . A se co nd po r t io n of  
t he K e y  ra t i ng de A. l s wi t h  f i nanc i a l  s i z e  a n d  is l i s t e d  i n  Roma n nu rLle r I s . 
t1 all Y lea rne d  i n ci i v i d ua l s  f e e l  gov e r nme n t  should no t ac ce p t  a ca r r i e r  wi th a 
r a t i ng lowe r t ha n  A : X ;  which wo u ld re p re s e nt an exc e l le nt ra t ed c ompa ny of 
med i u m  s i z e . 
c .  Majo r  E l eme n t s  of a n  Ins u ra n c e P r ogram . 
The ne x l se ve ra l pa g e s w i l l  p r es e ll t h e  l I \a j o r  e l e me n t s  o f  a n  i n!:i l l r ; I I lCl:' 
p r o g r .q n  for lo c a 1 go ve r nrne n t . Wll i l e  Lh i s  is no t ; I n  exha ll s t i vc p r e s e n t ·1 t i o n  
o f  the covf� rages in e a c h  a r e a , i t  w i  1 1  em p ha � ;  i z e  t h e  mo s t  s i g n i f  i c  n t  
f ea t u re s  a n d  re la t i ve me ri t s  o f  (�a ch t y pe o f  co v e r a ge . 
1 • Agg rega t e s , Ded u c t ibl e s , and Se l f -i ns u r a nce . Ag g r e ga t es , d e d u c-
t i b l e s , and se l f - i ns ura n c e  a r e  e l e me n t · of an ins u ra n ce p r og r am t ha t . ca n 
h e l p  a comm 1 l n i t y  to re d uce the cos t of i t s  ins urance . 
a .  Agg rega t e s . Ag g r ega t es a r e  of t en us e d  wh e n  a lo ca l go ve rru:le nt 
i s wi l l ing to withs t a nd l o s s e s  up to a ce r t a i n  af!lo u n t  du r i ng a g i ven pe r i od 
a nd de s i r es ins u ra nce to p a y  l o s s e s in xc es s of t h i  al,l l l n L . An Ll gg r e pa t e  
C i l n be I l s e n  i n  t w o  1.01, y s . 'T h e  po l i c y ( . .  1 \  ht ' \J r i L L ' 11 ca l l i n g t o r  ; 1  �� i_1�i_� 
numbe r o f  d e d u c t i b l e s  to be a p p l l p d  i n ;1  g i v e n  t rm . Th I o oa l  go v e n l l \C n l  
wou l d  co ve r a l l  de d l l c t i b le s  unl i l  the s p e c i f ied numbe r had Oe f' n  re ael1l"d , 
:l n d L h " i n s ura nce com p a ny wou ld co v e r  a l l f u r t he r los s e s  i n  f u l l . An 
a g g r  ga t e ca n a l s o  be w r i t t e n  i n  te rms of a t o t a l  d ol la r  amou n t  of l o s s e s  
the ent i t y  i s  w i  l l ing to r e t ai n dur i ng a p o l i c y  te rm .  F o r  exaln p le , a c i  ty 
o r  c o u n t y  migh t de cide i t  ca n af f o rd a ded u c t i b le in i t s  pr o p e r t y  ins u rc nc 
o f  $ l O , OOO p e r  o c c u r r e nce bu t ca n only re t a i n a maXinUf:l of $ 1 0 0 , 0 00 o f  no r -
rna L Y i'1s u r e d  l o s s e s  i n  a g i  ve n yea r .  1 n t h. i s  s i  t u a  t i o n , t lte i ns u r a n e e 
c a r r i e r  wou ld no t pay the 
::i gg r e g a L e  ha s be e n  �a t i s E i ed . 
n l  L t y  [o r lo s s e s  u n t i L t h  $ l O t) , 000  rl n l1 u a  1 
B e (' u u s e th ' r i s k  ac e � p t ed n t l t i s  ca s ) hy 
t h e  l n s u ra nce ca r r i e  r is le s s t i t a n  wi tl o ut th e de d u c  t i ble , t he p r emi um \J i I I  
be � . ()me wha t le s s  exp e ns ive . 
b .  De d u c t i b l e s . De(tuc t i ble m:loun t s  . re not h ine new to mo s l  
i ns u ra nce buye r s . De d u c t i b l e s , howe ve r , have tak e n  a new mea n i ng to loca l 
g o vc t'nmc n t s . r or exaraple , m o r e  ann mo re lo ca 1 g� v e r l1me n t  s a r e  pu r cha ing 
i n s l J ra n ce p o l i c i e s  wi t h  la rge de duct ibles and a re no d i f y i ng the i r  ins u rance 
c o ve .-a g e s  from a pe r los s t o  a pe r occur re n c e ba s i s . 
I.Jhe n an i n s u ra nce pol i cy i '� �l r i t t e n  on a p e r  l os s  ba s i s , no rma l l y  a 
s ing l e  l o s s  to a s i ng l e  s t r u( ' t ll re i s  cove red L,1 t h e po l i c y _ I n  l h a l" 
s i t l l . t t i o n , if a nu \be r of bu i l rl ings a nd L h e i r  c n t e n t s  a r � l i. s t e d i n  l i t C'  
p o l i c y , the de d u c t  i b le wOll ld ap l) ly to eac b i t em ind i v i d ua l '\ y F i r e  da n gP 
t o  I h r e c  bu i ld ings and to t he con t ent s o E  t h e  sane bui ld i ngs  wou ld thu s 
i ncu r s L x de d u c t i b l e s . If the po l i cy is  l r i t t en on a p e r  o c c u r rence ba s i s , 
a ny numbe r of i t ems could be daraaged i n  h e  same event , and o n l y  one 
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dedu c t  i b le wo uld be ap p l i e d  to the to t a l los s . Ge ne r a l l y , l o ca l go v � rn-
me n t a  s ho u ld i n s u re w i t h  ded uc t i b l e s  a s  l�a s t hey c_c n a f f o �d_L. _�l h a 
t o t a l do l l a r  amoun t annual aggrega t e and wiLh  t he d edu c t i b le app lying o n  a 
p e r  occu r re nc e ba s i s . 
c .  Self-insu ran ce . Se l f - i ns u r a nce should no t be co nf used wit l no 
ins u ra nce . Sel f-insurance is use d Vlhen a lo ca l go ve rnment cons ci o u s l y  
de t e rmines th a t  it does no t Vlant to pu rchas e i ns u rance f o r  ce rt a in expo­
s u re s  and makes al t e rna t e f i nancia l a r ra ngement s such as res e r ve fund s 
es t ab l i s hed to handl e lo s s e s  tha t may res u l t . 
No in su rance re f e r s to a risk co nd i t  i on in wh i c h a lo ca l  gove rrtlllent 
( k n o w ingly or no t ) doe s no t i ns u re and I lla k�s no be f o re- the - Io s s  a r ra ngeme nt 
f o r  pa yme n t . Self- ins u ra nce be co llle s po s s ible wh e n  a communi t y  ha a la rge 
e no llgh ba s e  of exp o s u res of a s imi lar na t u re tha t it CB n  se t as i de tl  e 
i ns u ra nc e p r emiums it lNou ld ha ve pa id a rtd prov i d e  ade q ua t e  cove rage in ca s e 
of lo s ses .. 
When agg r e ga t es , de duct i ble s , and se l f  -ins u rance a re use d , the lo ca l  
gove rnme n t  sha re s i n  the exp os u re and as s umes some o f  i t s  c o s  t s . 
d o i ng , i t  r.edu ce s th e co s t  of any ins u rance i t  mi gh t purch as e . 
By so 
S uch 
s ha r i ng and as s ump t i o n  of ri sk is a go od idea f o r  ye t anot he r reas on . The 
local go ve rnme n t  is f o r ce d to be c ome no re cogn i z an t  of los s re d uc t i o n  and 
s a f e t y  co n s i de ra t i o ns , thu s red uc L ng exp o s u res furthe r than Lf it had 
r e t aine d  no f i nancial res p o ns i bi l i t y  f o r  lo s s . 
2 . Pr o p e r t y In suranc e . Nor ma l l y fi re ins u rance comes to mi nd whe n 
ref e r r i ng to p r o p e r t y  insurance , bu t ra re l y  is prope r t y  co ve ra ge l i m i t ed to 
one pe r i l . P rop e r t y  ins u ra nce o rd i na r i ly inc l des the pe r i ls of ext e nded 
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c o ve rage , v a nda l i s m ,  and ma l i c i o n s  mi s ch i e f . Ex t ende d  c o v e rage i n  t u de s a 
g r oup of pe r i  ls co mpr i sed of wind s t o nn ,  ha i l , exp lo s io n ,  ri o t and r i o t 
a t t e nd i ng a s t r ike , ci vi l commot io n ,  a i r c ra f t ,  veh ic le s ,  and s moke . 
C e rt a i n  ba s i c  exc lu s ions typ i ca l ly are pa r t of  a pr ope rty i ns ura nce po l i c y ,  
inc lud i ng s u ch th ings as damage res u lt ing f rom a n  exp l o s io n o f  a s t eam 
bo i le r and gla s s  breakage res ult ing f rom va nd a l i s m .  The lo ca l r i sk ma nage r 
s holl ld re v i e w  al l po l i c ies ca ref u l l y  to de t e rmine spe ci f i c co verages and 
exclu s i o ns . 
a .  Named Pe r i l  vs . Al l Ris k . Gove r nme n t a l  ent i t ies ca n p u r ch a s e  
p r o p e r t y  L ns urance o n  ei the r a named p e r i l o r  an a l l r i s k  ba s is . 
Named p e r i l mea ns p re t t y much wh ;.t t  i t  sa y s . The r i s k s  aga i ns t wh lch t i l > 
ent i ty is ins u red a r e  named in t he po licy . A la c k  of LA r e f  u 1 re v i i� W  llkl y 
res u l t  in the ab s e n ce of ins u ra nce f o r ce r t a t n  imp o r t ant exp o s u r e s . 
An a l l  r i s k  po l i c y , on  the ot he r hand , prov i des  coverage rega rd l es s o f  
caus e , unle s s  a ca use i s  s p e ci f i c a l l y exc lude d . Two T� j o r  coverages in an 
a l l  r i sk f o rm typ i c a l ly no t f ound i n  named pe r i l  policy are co l lap se and 
thef t .  As se v e ra l  ma j o r  muni c i p a l  bu i ld i n g s  wi th 1a rge roof expans e s have 
c o l la p s ed d u r i ng the pas t  few yea rs , th is  ty p e  of cove rage should be of 
c once rn to a ri s k  ma nage r .  S ch o o l s ) school gymnas iums , a nd au d i t o r i l1 m s  
f req ue nt l y  pres e nt th is e x p o s u r e  e ve n  i n  the sma l le r  communi t i es . 
Typ i c a l  exclus ions in an al� r i sk f o rm a re lo s se s  cau sed by f l ood , 
s team bo i Ie r s , and ea r t hq uake . Not e tha t {�ve n wi t h  an al l r is k  po l i cy 
the re  are e xc l u s i o ns . The ri s k  manage r mus t re ad each p o l i c y  ca re t ul ly in 
o rd e r to e ns u re adeq ua t e  cove rage for the lo ca l gove r nme nt . 
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b .  (;o i n s u r ance . .t\ pr o v i s i o n  i n  p r op e r t y  ins u ranc e mo re sl I b j e · t  
t o  m i s und e rs t a nd i ng t llan tha t  of co i nsu ra nce wou ld be di f f i c u l t  t o  f i nd .  
Co i n surance means tha t unle s s  the iasll  r '-'d pu r cha s e s an amonnt of ins u r, m e e  
t ha t  eq uals or exceeds the amount req u i red by t he co i ns u ranc e  pe rce n t age , 
he be c ome s a " co i n s ure r " in the amo u n t  o f  the di f f e re nce be tween wh at he 
bought a n i wha t t he coins ura nce pe r c e nt age req u i r e d . Coins l lrance is 
o b vio us ly con f us i ng . 
An exa mp Ie wi l l  be he l p f u l . [ f  an i ns u ra nc po l i c y  ca l ls f o r  9 0  p e r-
c e n t co i ns urance and a bu " ld i ng is "'J() r t h $ L OO , OOO , the loca l go v e r mle n t  
m l l � ' t p r ch i \ s  rl t le t S t $ 9 0 , 000 w a r  L h o f  i n s  u ra n c  \ fe) r comp 1 t e  C ( l V  > ragl of 
a L L lo s s es up to $ 9 0 , 00U o r  L o  th . ll i l 'H l o t  o f  t he i n s u ra n c.e , i f  gr e t l L l' r .  
T h e  rea s o n  f o r  t h i s  i s  t o  be found L n  the Eo ruu la us e d  f o r  c om p l l L  i ng 
p ayme n t  in t h e  even t  o f  a lo s s : 
amount insu red 
a mo u n t  req u i r e d  t ime s af10 un t o f  los s :.l mo u nt pa i d  
U s ing a hy po the t i ca l  $ 1 0 0 , 000 b ui ld i ng ,  rtS SUPle tha t a $ 5 0 , 000 f i. re lo s s  
o c curs a t  two di f fe re nt le ve ls  of i nS ll !' . nce co ve rage bot ll con tai n i ng .1 Y O  
p e rce n t  co i ns u ra n ce c lause . The f i r s t  exa m p l "> i nvo l ve s 9 0  pe r ce n t  
i ns ura nce o v e ra ge .� l nd the se cond 50 p e r ce llt i nS l l r . l l 1 C e  c:o ve rage . 
e X<1 lap les u s e  th formu la de s c r i be d a br) Vt! : 
Exacp l e  ] :  9 0  perce nt c overage / 90 p e r  ent coinsurance 
$ 90 , 000 C arot ins ured ) 
$ 90;000 C amt  re q u i r e d ) 
1 x $ 50 , 000 ( l os s )  $ 5 0 , 0 00 ( amt pa id ) 
n t h i s  ca s e , the cnt i r  _ los s wou ld be pa i r!  by the ins u r  n ce 
c o mp any be c a u s e the ins ured ma int a i ned i l1.s u r ance a t  9 0  p e r ce nt of 
t he va l u e  of the p r op e r t y . 
Examp le 2 :  50 pe r c e n t  cove rage / 9 0  p e r c e nt co i n s u r a n ' e  
$ 50 , 000 ( amt insured ) = . 5 5 5 6  x $ 50 , 000 ( los s ) = $27 , 7 80 ( amt pa i d ) $ 90 , 000 (a mt requi red ) 
In the se cond examp le , the communi t y  be came a " coi nsu re r " of 
4 / 9  ( . 4 4 4 4 )  of the va lue of the los s o r  $ 22 , 220 ( $5 0 , 000 x 4 / 9  
$ 2 2 , 2 20 )  due to i t s  fa i lure t o  ins u re t o  the 90  p e rcent le ve l . 
Thr ee common ways exi s t in wh ich f a i lure to ins ure to the prope r co-
i ns u ra nce lev e l  can occur . F i r s t ,  the loca l governme nt may no t know it has 
a co i ns u ra n ce requireme nt . Seco nd , i.t may ha ve o r i g i na l ly ins u red to a n  
adequate le ve l , bu t due to inf la t io n or o t h e r increases in p r op e r t y va lue s , 
the i n s u rance no longe r mee t s  the coi ns u ra nce requi reme n t . Thi rd , the 
l oca l governme n t  knowingly and i nt ent io na l ly may have de c i ded to as s u me o r  
r e t ain p a r t  of t he exposure by pu rcha s i ng le s s  than t he coi ns ura nce 
requi reme nt . 
I f  an adequa t e  leve l of ins u rance i s  to be mai nt a i ned , t he loca l 
g ove rnme n t  shou ld re gu la r ly re v i ew i t s  prop e r t y  va lues and , as \var rant ed , 
i nc rea s e  the do l l a r  amount of coverage in orde r tha t the coi ns u rance pe r-
cent age req ui re me nt be met . In such ca s e s , no pena l t y  i s  as se s s ed , and 
c la ims a r e  pa i d  in fu l l up to the limi t of the ins u rance ca r r i ed . ( I n the 
p revious examp les , up to $ 9 0 , 0( 0 ) . 
c . Agreed Amount End o r s ement . An al t e rna t ive to co i ns u ra n ce is 
an ag re e d amount endo rsement . Unde r rl n  ag reed amo unt endo r S € L1le n t  , the 
ins u re r  agr ee s th at the amou nt of ins u ra nce purchas ed comp l i es wi t h  the 
c o i ns u ra n ce clause eve n if p ro p e r t y va lues l ucrea s e  dur i ng the yea r . 
No rma lly , the ins ured mu s t  subm i t  a s t a t eme nt of va lu es annua l l y  to the 
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i ns u re r  and ad j u s t th e amo unt of im,u rance each yea r to co mp ly wi t h  the 
co i ns u ra nce req ui reme n t  in orde r fo r the ag reed amo u nt endo rs ement to be 
c o n t inued . 
The ag reed amount end o r s ement shou ld no t be cons idered a way to ge t 
a r ound pu r chas in g an adequa t e  amou n t  o f  i ns u ra nc e . Ins t ea d , it prot e c t s  
t h  i ns ure d f rom " co insu ra nce " pe na l t ies res u l t i ng f rom unexpec t ed and 
un i n t e nt i o na l  ·de f i c i e n c i es in the de c la ra t io n  of va lue f o r pa rt i c u la r  prop­
e r t ie s  as we ll  as f r om the ef f e c t s  o f  inf la t ion . It al s o  me a ns tha t s t a t e­
me n t s  of val ue on pa rt ic ula r p r op e r t ies ne ed no t be exac t . As long as the 
t o t a l  amo u n t  of ins u rance pu rchas e d  fo r al l prop e r t ies is adeq ua t e  to cove r 
the to ta l va lue of p ro p e r t y  owne d , the agreed amo unt end o r s eme nt wi l l  al low 
p aymen t in f u l l  ( le s s  any de du c t i b le ) of al l cla ims on al l p r o pe rt i e s up to 
t h e limi t s  of the p o l icy . 
d .  Bl anke t VB . Sp ec i f i c  Ins urance . Cove r a ge may be obt a i ned on 
e i t he r a s p e ci f i c (s che du le ) or bla nke t  bas i s . On a s p e c i f i c or s ched u l e  
ba s i s , a s p e c i  f i c amount of ins u ra nce i::> pu r chas e d  o n each bu i l d ing and i t s  
c o n t e n t s . Unde r the blanket a p p r oach , al t hough eac h bu i l d i ng and i t s c o n-
t e n t s  would be valued at a speci f ic amou nt on the s t a t eme n t  of values , th is 
amount wou ld be used only to de t e r m i ne the tot al of the va lues to be 
i n s u r e d . With bla nket cove rage , the 9 0  p e r ce n t  coi ns u ra nce c la u se i s  
u s u a l l y re q u i red , but the ef f e ct of the co i ns u r a nce requirement can be 
l.ilo d i f i ed th r ough an agreed amount endo r s emen t . 
The bla nket f o rm has de f i n i t e  ad vant ag es , es p e c i a l ly si nce iaf la t ion 
ma kes mai n t a i n ing i ns u ra nce t o  va l u e  di f f icul t .  Whe n  cove rage is wri t t en 
on a bla nke t ba s i s , the t ot al amo unt of ins ur a n ce , rath e r  than the amo unt 
s pe c i f i ed f o r a pa r t i c u la r pi ece o f  p r op e r t y ,  is uRed t.,) tes t eOlllp l Li 'U' \ '  
w i l h  the co i ns u ra nce clause . Thu s , exc e p t  fo r a C4l tas t r ophe , o r  a 10 'a 1 
un! t to be come an ac t u a l  co i ns u r e r  wou ld he h igh ly unl ik e l y . 
Here agai n , an examp le may prove va l uab le .  On a s pe cif i c ins urance 
bas i s  lo s s  of a bu i ld ing scheduled a t  $ 1 00 , 00 0  w ou ld re s u l t  i n  a maximum 
pa you t of $ 1 00 , 000 eve n  though inf la t ion ma y have increased i t s cu r rent 
va l u e  to $ 1 5 0 , 0 00 . On a b lanke t bas is  a communi ty may have a to t a l  of $ 1  
mil lion in property ins u ra nce co ve rage for te n bu i ld i ngs each s ched u le d  at 
$ 1 00 , 00 0 . A t o t a l lo s s  to any one of the s e  bu i ld i ngs mi g h t  exce ed i t s  
s chedu led va lue , sa y by $ 5 0 , 000 . Such a los s wou ld be pa id in f u l l  
( $ 1 5 0 , 00 0 )  as long as i t  is w i t h i n  t i le $ 1  m i l l i on li mi t of the po l l e y .  
Thu s a b l anke t  bas i s  pol ic y i s  of t en p re f e r re d  by l o c a l  gove rnme n t s . 
e .  Re p l acement Co s t  vs . Ac t ua l  Cash Value . Pr ope r t y  cov e rage 'M Y 
be pu r chas e d  on e i t he r a rep laceme n t  cos t o r  an ac t ua l ca s h  va lue ba s is .  
The ch o i c e wi l l s i gn i f i cant l y  af f e ct bo t h  the cos t and amo unt of i ns u r a nce 
p u r cha s e d . Ac tual cash va lue (ACV) i s  de t e rmi ned by tak i ng cu r r e nt 
r ep la cemen t  cos t and al low i ng f o r  de p re c i a t ion . The ori g i na l  cos t is 
d i s regarde d . The ma i n  dange r i n  ins u r i ng bui ld i ngs on the ba s i s  of AC V i s  
t ha t i. n  the eve n t of a lo s s  the se t t leme n t  is bas ed upon ac t ua l  'Va lue and 
n o t  re p la c e ment co s t . The p ro ble m a ri s e s  wh e n  the amo u nt of the se t t le m . ll L  
fal L s  sho r t  o f  the amount req ui red to re p a i r  or  rep lac e  a da ma ged o r  
d es t r oy e d s t r u c tu r� . 
Whe n  the gove rnme nt al uni t ch oo s e s to ins u r e  on a r e p la cement cos t 
bas i s , th e s e t t leme nt i.s ba s e d  up on the cos t to rep a i r or rep la ce the 
s t r u c t ure w i th like mat e r i al s . Be ca ref u l  with a rep la c ement cos t po l icy ,  
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howe ve r , t o  m; k e  s u r  tha t i ns u ra nce i s  pu rcha s e d  l o  l h e  amo u n t  o r  p r o ba h l r' 
r e p l a c e lle n t  co s t s . 
N O Ili1a l l y ,  rep la c  me n t  cos t po l i c i e s  req u i re a da na ged s l ruc t u re to be 
r e p a i red o r  re l la ced . I f  no t , t he los s "vi l l b ad j u � t ed on an ac t l n l c a s h  
v a  1 u e ba s i s . An as t u t e  r i s k  ma nage r wi 1 1  seck to have s u ch po I I  i e S 
c nd o r s e d  to p r o v ide t h a t  a s t  r u c t u re need not be re p la c ed , a t  le a s t  n o t  a t  
t h e same loca t i. o n . Th i s  i s  es p e c i a l l y i I"lp o r L a n t  w i t h  re s p e ct t o  schoo l s  o c  
o t h e r  f a c i l i t i es fo r wh i c h  a shi E t  i n  re s i dent i a l  o r  o t he r communi ty pa t ­
t e r ns raay filake t h e  p re s e nt f a c i l i t y  o r  ] o ca t i o n  o f  l i t t le p r e s e n t  ut i l i t y . 
3 .  Boi le r and Ma ch inery . To t he la yma n , the te rm " b o i l e r ins u ra nce " 
p r o ba bly wo u l d Glea n  co ve r a ge ap p ly i  g onl y to s team bo i l e rs . In re - l i t y , 
s u c h  po l i c i e s  almo s t alwa y s  ap p l y to ::lny p r e s s u r e  ve s s e l , ref r i ge ra t i ng 
c 'l l l i p me n t , tu r b i n e s , genera t o r s , ::l nd mo t o r s . S t a nda rd p r ope r t y  i ns u r L n . 
p o ]  i. c i e s  t y p i ca l l y  exc l ude coverage on bo i l e rs I) r da ma ge ca u s e d  by lhe L r  
e x p l o s i o n . I\s a re s u l t , whe n  a ho i Ie r po l i c y  i s  pu r c l las ed , t h e  cove r ag 
1 i l . l i  t shou ld be eq 1 1a l  to t h e  1l13x i m l l l .l l o s s  wh I c h  (' o u  1 d he ca u s  >d hy L l 1 l' 
e x }>  l o s  i o n of t he boi l e  r .  tfuen o t he r  I > ro p e r t y  i n  u r a nce i s  wr i t t e n  on H 
r e p laceIJen t co s t  ba s i s ,  th e  bo i le r  i ns u r a n ce s ho u ld al s o  be wri t t en i n  the 
s ame ma nne r • 
C overage ca n be p u r chas ed o n  e i  t he r a l i mi t e d o r  br oad ba s  is . Unde r 
the l imi t e d  f o rm , cove rage ap p l i es to ex p l os i o n onl y wh i le the b r oad f o rm 
wi 1 1  i nc l u d e  s u ch o c c u r r e nces as t he r. r.ack i n g  a nti btl r n- o u t  of the ve s e l  
i t s e l f . Bo i le r  ins u ra n ce s c o ns i i e reu a s p e c i .q l ty li ne . rla n y  o f  t he 
l a  r ge r p r o p e  r t y  a nd ca s u a l  ty i n� u rers Jo n ot wr i L e  t h e  c o v e rage o r  do � o  
o n l y  on a li m i t ed has i s . 
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An imp o r t a nt eleme n t  of bo i le r  i lls u ra nce cove rage is the ins p e c t  ion 
s e r v i c e  sup p l i e d by the ins u re r .  The ma j or po r t io n of the prem i u m is f o r  
s u ch se r v ice . 
4 .  Comp rehens ive Gene ral Liab i l i t y . Comprehens i ve ge ne ral li a b i l i t y  
i ns u ra nce p r ov i de s  a me ans , t hr o ugh trans fe r  o f  ri sk t o  a n  ins u re r , of 
cove r i ng th i r d pa r t y  cla ims aga i ns t a lo ca l gove rnme nt for bod i l y injury o r  
p ro � e r L y damage . Cove rage s  may a p p ly on-p remi s e s  and o f f-p remi s e s , �o p ro­
du c t s  and c omp l e t ed o p e r a t i o ns , and t o  a n umbe r o f  o ther expo sures f r om 
wh i ch the go ve rnme n t a l  uni t may be he ld l i a b le . Ind ee d ,  a comp reh e ns i ve 
ge ne ra l l i a b i l i t y  po l i cy may be wri t t e n  to co ve r �lea r l y  al l li a b i l i t y lo s s  
e x p o s u re s  of a l o ca l  go ve rnme n t . The ba s ic p remi s e s  o p e ra t ions c overage 
p rovides p r o t e c t i o n  f or ac t s  of neg l i ge nce tha t a r i s e  on the premises as 
we l l  as f rom the ge ne ra l op e ra t i o ns of go vernmen t ,  subj e c t  alway s to any 
exc l u s i o ns s t at ed in the p o l i cy . The of f -p r em i s e s  cove rage ap p l i es to 
o c c u r rences away f r om des c r i  bed p r em i s e s . Add i t i o na l l y , a comp rehe ns ive 
ge ne ra l l i a bi l i t y po l i c y  a f f o rd s  p r ot e c t io n f o r  l i a b i l i t y tha t  ma y  res u l t  
f rom the ac t l o n s  o f  ind ep e nde n t. c o n t rac t o c s and f r om l' rodu c t s and cnm p l  � t ed 
o p e  C--l t i 0 as • 
A ty p i ca l  gene ra l li a b i l i t y  po l i cy af f o rd s  cove rage f o r  bod i l y  inj u r y  
bu t p e rs ona l in j ury cla ims ba s e d  o n  s u ch ac t s  a s  s la nd e r ,  l i be l ,  de f ama t io n  
o f  cha r a c t e r , o r  f a l s e  a r res t ge ne r a l l y  a r e  no t co v e red . To se cu re pe r-
s ona l i n j u ry cove rage a communi ty IJlay pu r chas e s u ch ty p i c a l  end o rs ement s 
a s : ( 1 )  f a l s e  arres t , d e t ent i o n  or imp r i s onQe nt , and ma li c i o u s  p r os e cut i o n ;  
( 2 ) l i be l ,  s lande r ,  d e f ama t ion , and vio la t i o n  of the ri gh t of p r i vac y ; a nd 
( 3 )  w r ongf u l  ent ry or evi c t i o n  or inva s i o n  o f  the r i g h t  of p r i va c y _ 
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Comp rehe ns i ve ge ne ra l  li abi l i t y  po l i c i e s  t y p i ca l ly exc lude c la ims 
a r i s i ng f rom the emp loyme nt of an l nd i v idua 1 by the ins u red . I n  rece nt 
yea rs a numbe r of sui t s have be e n  br ough t aga i ns t  lo ca l  go ve rnme nt s 
re lat ing to such thi ng s as ci v i l  righ t s  vio la t io ns and di s cr imi na t io n in 
emp loyment and othe r reas ons ar i s ing out of emp loymen t .  As a res u l t , the 
exc lus i on of co ve rage re la t ing to the emp loyment of pe rs ons by the ins ured 
( usua l ly exc lu s ion C) s hou ld be de le t e d . 
I n  Tenne s s ee , unde r the s t a t e ' s Gove rnmental Tort Liabi l i t y  Act ( TCA , 
29-20- 10 1 e t . se q . ) loca l gove rnment s are pr ovi ded limi t ed immuni ty f r om a 
va r i e t y  of exp o su res . Cons equent ly , they need purchas e ins urance onl y  to 
the limi t s  p r o vided by law .  
Although re commende d or requi r e d  co verages wi l l be di f fe re nt I n  o t  he r 
8 ta t e s , Te nne R g e e lo ca l go vernme n t s  ne ed p r o v i de only the fo l loWi ng non-
mo t o r  veh i c le liabi l i t y  p r o t e c t  io n , ei the r th rough comme rcial i ns u ra nce or 
s e l f - insura nce : *  
$20 , 000 per pe r s on bod i ly injury 
$ 40 , 000 p e r  ac c i de nt bod ily in jury 
$ 1 0 , 000 per ac ci dent prope r t y  dama ge 
*TCA 29 - 20-40 3 . Loca l uni t s  ha ve s t a t u t o r:-y immu n i t y  f o r  cla ims in 
exces s of thes e  amount s . However , shou ld a uni t pur ch as e ins ura nce abov e 
the s e  amou nt s , then the limit s of the ins u rance be c ome the limi t s  of the 
uni t ' s le ga l immuni t y . 
App end i x  D cont a ins a summary of the Te nnes se e Gove rnme n t a l  Tort 
L i a bi l i ty Ac t .  As th is it is subj e ct to pe riodic mo d i f i ca t ion by the s t a t e  
l e g i s lat ive , re ade rs sh ould ref e r  t o  the ac t di re c t ly for cu r re n t  inf o r­
ma t i on . 
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TI l (' Te n ne s s e e  s t a t u t e (TCA 2.9-2()- 4 06 ) p rov t l e s  s pe c i f i c ill l t h o c l t y r ) 1' 
l o ca l po vc nllne n t s  to p u r c h a s e ins urance t o  vro t ec t  the i c em p l o Y l' l�s f r l) \ll 
l i a b i l i t y c l a i m s .  Th i s  is pa rl i cu la r l y  s i g n i f i c H n t  s ince l o ca l go v e rnlu � n t s  
ra t h e r  than em p l o y e e s  a r e  p ro v i d ed l " m i t ed imm un i t y Er ohl to rt  l i a b i l i t y  
unde r L h i s  ac t . 
5 .  Cont rac tua l  L i a bi l i t y . Al though <' com p r ehe ns ive ge ne ra l I ' a b i l i. t y 
p o l i c y p r ov i d e s some co v e rage f o r  li a bi l i t y  as s uGled unde r co nt rac t s ,  f o r  
a de q ua t e p r o t e c t i o n  s e p ar a t e  co n t r a c tual li abi l i t y  ins u rance should be 
p u r ch as e d . C o v e r a ge sho u l d  he \.Jr i t t e n  o n  c.l blanket ba s i s . I{ega rd le s s  of 
t he ex t e n t  of t he co n t r ac t u a 1  l i a b i l i t y cO \Te rage pu r chas e d , ga p s  con l d  
s t i l l e x i  s t .  Al l co n t ra c t s en t e red i n t o  by t h  ent i t y sh o u l d  be re v i e\·n d  
by the r i s k  m a nage r a nd t I e ci v U  cou ns e l  t o  i f l ll " n a t e  as Lna n y  ex. p o s u n' s l )  
l os s  as po s s i ble . 
6 .  Ve h i c l e  Liabi l i t y  In s u ran c e . V e h i c l e li a bi l i t y  ins u ea n c . pr )V i. d e t;  
p ro l ec t i o n  f rom l i a b i l i t y a r i s i n g  o u t o f  t h e  o p e r a t io n o f  owned , l i cens ed 
r.lO t o r  ve h i c l e s . In ad d i t i o n  to the r i s k s invo lved f r o13 owned veh ic le s , 
e xpos u r e s  exi s t f e om l e a s e d  ve i l " c le s  and f r om em p l o y e e s  us i ng t he i r  own 
v eld '-:: le s in the cours e of the i r  emp loyme nt . Th e s e  exp os u r e s  sho u l d  be 
c ove r e d  by ad d i ng h i red and non-m-lned c o v e r a ge to t he bas ic ve h i. c  1(-> li a b i.­
l i t y po l i c y . 
F req u e n t l y , a f i ne l i n e ex i s t s be twe e n  li. ,=t h i l i t y  ar i s i ng f r ohl ve l d . ( 1 1  
ope r a. t i on and tha t a r i s i ng f ron fJ remi s e s op c r .:.l t i o ns exp o s u r e s . T h i s  Ls 
p art t c u la r l y  t rue , for exam p le , when a ve l d  I e  is pa r (ed  on p u b l i c  p r o p e r t y  
a nd a n  injury o c cu rs . As a r e s  u l t , veh i Ie 1 i. a b i l  i ty and cOI;lp r ehe ns ive 
g e n � r a l  l i a b i l i t y s ho u l d  he wr i t t en i n  a s i ng l e  comp r eh e ns ive ge n e ral 
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a u t o mo b i l e l i ahi l i t y  po l i c y , o r  at le:1s t the�c co ve rages sho u l d  be wr i t t e n. 
w i t h  t h e  s arlle in s u r a nce ca r r i e r . I n  t h i s  wa y ,  the loca l  gove r nme nt ca n 
ma c e  eas i l y be s u r e  tha t a cla im i n  one or the ot ile a rea wi l l  not be 
r e j e c t ed by the ins u re r  and tha t no cla ims wi l l " f a l l  in t ile ga p s " be t we en 
t he s e  po l i c i es . 
The Te nne s s e e  Gove rnll1e n tal  T o r t  L iabi l i  ty Ac t l i m i  t s  loca l gove rmtle n t  
v eh i c le li ab i l i t y  exp os u re s  as f o l l ows : *  
$ 5 0 , 0 0 0  p e r  pe r s on , bod i l y  in j u ry 
$ 3 00 , 000 p e r a c c i de n t , bod i l y i n j u ry 
$ 50 , 0 00 p e r  a c c i de n t , p r o p e r l y  Ja lJ.age 
As wi t h  o t he r  e x p o s u r es l i m i t e d , hy t h e  ac L , i. E  a l o ca l  go ve r lll ll� n t 
p u r cha s e s  hi ghe r ins urance li m i t s ,  thes e be c ome i t  le g a l  li a bi l i t y limi t . ' . 
Na t u ra l ly , rec omme nded cove rage s fo r ve h · c le li a bi l i t y wi l l be di f f e r e n t  in 
o t he r  s t a t e s ba s e d  on s t a t e  la ws and co u r t  de c i !j i.ons . 
Ano t h e r co n ce r n  in t he a r ea o f  veh ic le li a b i  l i t y  re la t es to ou t - o f ­
s t a t e  us e o f  veh i c le s . In  a 1 9 7 9  c a s e , f o r  i ns t ance , the U . S .  Sup rene C ou rt 
r u le d  that li a b i l i t y  limi t s  in one s t a t ( � do no t pr o t ec t  a lo ca l go v e r nGl.e n t 
i n  a n o t he r s t a t e . * * Hen ce , lo ca l go ve r l l t, e n t s  al l o\i/ i n g tllP i r  ve h ic le s to be 
u s e d  ou t-o r - s t a t e  shou ld pur chase ade qua - e  cove rage --a t le as t on a t r i p - b y­
t r L I >  ba s i s . 
7 .  Veh i c l e Phys i cal Damage . Ph y s i c a l  dama g e  ins urd n e is ord i na r i l y 
wri t t e n  in two pa r t s --c o l l i s io n and ot h e r  than co l l i s i o n . Unle s s a com-
mun i t y  ha s e s t ab li shed a res e rve fund f o r  co l li s i o n  da mage to veh ic le s , 
* T CA , 2 9 - 2 0- 4 0 3 . 
* *Nevada v .  Ha l l ,  1 9 7 9  
h igh  va L I l  a nd la t e  mod e l  ve h i r le s  sho l l Ld hL i ns l I rt:!d ag;l i ns t  ( ' o l l bd lH l  
l o s s e s . Ded u c t  i b le s C'l n be useo 0 de c re a � ;  > p re;n il lm s t s . Uvd u t i h l (' 
a mo u n t s wi l l he de t e rm i ned by ve h i c l e va l u e , the amount the lo ca l un i t  
f ee l s i t  C'l n af f o rd to re t a i n ,  and an exam i na t io n  of los s hi s t o r i es . C a r e  
s hould be taken no t to ins u re a ve h ic le f o r  col l i s  ion wh e re the de d u c t ib le 
a mo u n t  p l u s  premiu cos t ap p r oaches o r  exceeds the va l ue of t he veh i c le . A 
re gu la r r e v i e w  of the s che du le of veh i c le s  wi l l  help to de t e c t ins t a n ce s  of 
bo t h  ove r i ns ura nce and unde r i ns u ra n ce . 
O t he r- t h a n-co l l i s io n  co ve rage i s  conmo n l y  re f e r red to as cOI :l p reh ns i v :!  
c o ve r a ge a nd t y p ica l l y i n c i llde�{ f i r e , t hef t , a nd comb i n ed ad d i L  i , a l 
c ove r age . Th e  rno s t preva l e n t  c )l il p reh e ns i ve los s e s  a r e f r O! .l f i re ,  INl. n d , 
h a i l , vanda l i s m ,  and th e f t . Due t o  t h e  Cil t as t r oph i c  �x r> o S l 1 L e S  L o  A. 11 
e n t i t y ' s  veh i c le f l e e t , s u ch as C1 na j o r  ( i re or a to rn · d o , al l ve h i  l ' s 
o rd i na r i l y s ho u l d  be p r o t e c t ed by cOlapr e he ns i v e a nd / o r  f i r e , t he f t ,  a nd 
c omb i ned add i t i ona l c ove rage ( CAC ) . 
8 .  LTmb r e l l a  ( Catast rophe ) Liabi l i t y Ins u rance . An umb r el la f o rr.} of 
l i a bi l i t y  cove r a ge pr ovide s cove r age i n  exc es s of the limi t s  of the pr i ma ry 
l i a bi l i t y  po l i ci es , s u ch as c mp rehe ns ive  ge ne r a l and ve h i c le l i a b i l i. t y . 
The T e n ne s s e e  G o ve r nme n t a l ' Co r l  L i a hi l i. t y Ac t af f o r d s  go ve nll� � I l t s  \;J i t  1 1  
p r o t e c t i o n  f r om j u d gme n t s  of 
d e n t l i mi t s ) . 
ca t :'l s t r o ph ic na t l l re ( t hrough i t s  pe r d C C l -
Lo cal gove r nme nt s raay cho s e  t o  p ur r. h a s e  cove r age i n  exc e s s  o f  t h e  
l imi t s  es t a b l i s hed b y  s t a t u t e  i n  o rde r mo r e  e f  f e c t i ve l y to provirie paYJ,le n t  
in the event of ca t a s  t r oph i c  los s e s . T h i s  ma y be do ne , fo r exa' lp le , \,rhen 
o f f i c i a l s be l i eve that t e lo c a l  go ver lTle n t  has a Clo r a l  o b l i ga t i o n.  t o  cove r 
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c I A.  ims re s u l t  i n g f r o m  se r i o u s  ac c i d e n l s  wh e r > da TII<-l ' e s  C )( <: L3 (""d t h e i ns \ !  C l I H' e  
o r  l I a b i l i t y  li mit s  re q u i r ed by s t a t u t e . The pr i ma r y il rg ur.le n L  aga i ns t I l l " 
p u r ch a s e  of suc h co ve rage is th a t  pu bl i c  f unds a re s pe n t  f o r  ins u ra n ce f o r  
wh i ch the go ve rnmen t a l  un i t i s  no t le ga l l y  li a b le . 
An imp o rt a n t  q u e s t i o n  he r e  is t he amo unt of i ns u ra n c e  cons ide red ad e -
q ua t e . In the eve nt of an ac c i dent in \.vh i c h  a nU Ill'.Je r  of pe op le , t  re 
s e r i o us l y  in j u red o r  ki l le d , a limi t of $ 1  m i l l i on or eve n  $ 5 m i l l i on I la Y  
n o t  b e  ade q ua t e . The l o ca l gove rnme nt should be ca ref ul no t to ;-lc t  
p re c i p i t ou s l y and s hou ld pur cha s e li a bi i t y ins u r a n ce i n  exc e s s of s t a t u ­
t or y o r  othe r le ga l re qu i reme n t s  o n l y  af t e r ca re f u l cons i d e r a t i o n  of l i t e  
c o n s e q uen ces of i t s ac t i o n  
9 .  I n l and Ma r in e  In s u rance . Inla �ld ma r i ne po l i c i e s a r e f r eq ue n t  l y  
r e f e r red  t o  as f l o a t e r  o r  t r a n s p o r ta t ion p o l i c i e s . en ] . l nd na r i  ne c o v �  c l ge 
i s  p r ovi d ed on pe r s o na l  p r o p e r t y , as d i s t i ngu i s hed f rom real pro p e r t y , and 
c o ve r s the TIc.'1me a p r o p e r t y  aga i ns t d i r e c t  los s or damage . I t may IJe s e C L1 r e d  
e i t he r  o n  a named pe r i l ba s i s ( l i m i t e d  f o r m )  o r  an a l l r i s k ba s i s , sub j e c t  
t o  ce r t a i n  exc lus i o ns . The t y p e s  of p ro p e r t y L ns u red unde r au i n l a nd 
ma r i n e f o rm \lay ex t e nd f r om he avy unl i c e nsed e.qui p me n t s u c h  as road grad e rs 
a nd hu l l d o z e r s  to o f f i c e eq u i pQe nt . 
1 0 .  Pub l i c  Of f i c i a l  Lia b i l i t y  I n s u r a nce . Cormno n l y  ol l ie d  e rr o r s and 
om i s s ions ins u r a n c e , th i s f o rm of p r o l e c t io n  p r o v i d e s  cove rage fo r p ub l i c  
o f f i c i a l s  f o r ac t s t h e y  c ommi t :1.nd ( o r  f a i l u r e  to pe rf o rm the i r re s p o n-
s ib i l i t i e s . Th e ge ne ra l de f i n i t i o n  of a pu b l i c  of f ic i a l - -wh i c h  s ho u l d  be 
c a r e f ul l y  ch e ck e d  in al l p o l i c i e s - -in c ldes ele ct ed o f  f ic i a l s , membe rs of 
boa rds and commi s s io ns , and al l o t h e r  e mp lo y e e s . A pu bli c of f i c i a l  l i a-
b i l i  t y  po l i c y  t yp i c a l l y  exclu d e s  ne g l i g e n t  ac t s f r om wh i ch bo di ly i nj ur y  
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o r  p r ope r t y  damage re s u l t H . The s e  mu s t  he co ve red e L s ewhe ("e , t . I ' . ,  v e l  Le le 
l iab i l i t y  and co mp rehe ns ive ge ne ra l l i a b i l i t y ins u ran ce . 
Unde r Tennes s e e  la w ,  a lo ca l  go ve rnme nt is immune f r om su i t f o r  ci vi 1 
r ight s vi o la t i ons . * The protect io n of the ac t ,  ho weve r ,  does no t ex t end to 
loca l of f i cials or emp loyees . Al s o , no immuni t y  is prov i ded f r om sui t fo r 
e i the r the lo ca l gove rnment or i t s  emp lo yees f o r  such vi o la t i o ns in federal 
c ou r t . Cons e q uent l y ,  er ro r s  and omi s s ions ins ura nce is pa rt icular l y  impo � -
t ant . Typ ica l ly it  i s  purchase d i n  la rge amount s wi t h a $ 1 , 0 00 , 000 p o l i c y  
no t be i ng unu sual . 
1 1 .  Worke r s  Comp en s a t i o n  Ins urance . Lo ca l go ve r l1lne n t s  'l t t!. ex.emp t f rom 
the pro v i s io ns of the Tennes s e e Wo rke r� Compens a t ion Ae t . * *  Howe ve r ,  a 
l o ca l  uni t may ele c t to come unde r the ac t by the purchas e of wor k e r s  com-
p e ns a t ion in su ra n ce cove rage or through af f i rma t i ve act io n  to es ta b l i s h  a 
s t a t e  ap p r oved se l f - insura nce program. Bene f i t  limi t s  are pre s c r i bed by 
law , and the ac t ou t l i nes the ma ximum week ly benef i t  pa yable to emp lo yees 
f rom in j ury-on-du ty ac c i de nt s as we l l  as med i ca l and de ath be nef i t s . 
Ra t e s f o r the cove rage a re co a t r o l le d by the Te nnes se e Ins urance 
De pa r t me nt , and some de v ia t ions a r e permi t t ed .  Al l po l i c i es are aud i t ed by 
the S outheas t e rn Compens a t ion Bureau , and the only ch ange s al lowed in ra t e s 
are thos e de r i ved f r om an exp e r i e n ce mo d if i ca t ion ba s ed upon p r i o r  los s e s  
i ncurred by the ins ured . 
An ent i t y may be able to red u ce the ne t cos t of i t s worke rs cornpe n-
s a t  ion in s u rance wi t h a par t i cipa t ing p o l i cy . Th i s  is a po l i c y th a t  wi ll 
*TCA , 2 9- 2 0- 20 5 . 
* *TCA , SO- 9 0 6  
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p ay d i v i de nd s  on I,lorke r s  compens a t i o n  i ns u ra nce to q ua l i fy ing po li cy 
ho lde r s . Divi dend s are pa i d when the expe r i e n ce of al l po l i c y  ho lde rs 
re su l t s  in a s u rp lu s o f  pre mi ulil pa yme n t s  ove l- lo s s e s . Di v i de nd s ' re pa i d  
o u t  of th is s u r p  lus . 
F o r  a lo ca l gov e rnme n t wi th a s i z e ab le wo rke rs co mpens a t ion pr e m i u m , a 
r e t rospec t i ve ra t i ng plan may al s o  re d u ce premium cos t s . In s imp le te rms , 
a re t ro s p e c t i ve ra t i ng plan is one tha t es tab l is he s a lni nimum pr e m iu m  
(wh ich i s  le s s  than the s t and a rd p re m i u m ) and a ma ximum premi u m  (wh ich is 
h igher than the s t anda rd p re mium ) . A re t r o s pe c t iv e  p lan s ho ul d be con-
s idered only when the premi um is la rge and the en t i t y fee l s  i t can reduce 
the inc id enc e  o f  emp lo yee inju r i e s th rough an e f f ec t ive saf e t y and l o s s  
c o n t r o l  pr ogram . Such a prog r am sho u ld reduce ne t prem i um cos t s . Wi thout 
a n  ef f ec t i ve saf e t y  and co nt r o l  p r ogram , howe v e r , a lo ca l go v er nme nt .nay 
s ee i t s  p r e m i u ms ac t ua l ly in crea s e  unde r a re t r o s p e ct ive p la n . 
S ome lo ca l go ve r nme n t s  use s e l f - i ns u r ance to co v e r  worke rs compens a t ion 
e xp os u r e s . T h i s  may be a vi ab le ap p r oa ch bu t should be co ns ide red onl y if 
the un i t ' s  exp o s u re base i s  la rge enough . Some p e c i a l i s t s  in th is f i e ld 
r e c ommend tha t the co mm.e r ci a l p rem ium shon Id exceed $ 1 5 0 , 0 0 0  a nnu a l l y 
bef o r e se l f - i n s u r a n  e i s  at t emp t ed . O t he r  fa c t o r s  tha t mu s t  be taken i ll.t o  
cons ide ra t i on \ .... hen cons i de r i ng se l f - ins urance a re : numbe r of emp loyee s  
cove r e d , t y p e s  o f  o c cupa t i ons cove red , los s h i s t o r y , e f f e ct ive nes s of 
s af ety p r o g ram , abi l i  ty to hand le cla ims , ade qua cy o f  the se l f -ins ura nce 
f und , and wh e t h e r  ( and a t  wha t l imi t s ) s to p-lo s s ins u ra n ce ca n be 
purch a s ed . 
An ou t s id e  cla ims ad j u s t ing f i rm may be u se d fo r c la ims ha nd l i ng .  T h. i s  
may a c t ua l l y b e  les s exp ens ive and mo re ef f i c i e n t  tha n in-h ouse c la ims 
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a dm i n i s t ra t i o n . I t  al s o  o E f e rs ano t he r ad v a n t 'l ge : nam 1 y ,  thl� oll t s i d  
c l a i ms age n t  se rves as a bu f f e r be t wee n  t he em p l o y e r  and the "I ll p loyec . 
F i nn 1 l y ,  i n  almos t al l c.a s e �  wh e n  se l f - i n s u r a nce 1.S at t em p t ed , s t o p - l os �; 
c ove r a ge sho u l d  be pur chas ed to ins u la t l� t h e  en t i. t y f r o ln a ca t as t r o p h i c.  
l o s s . 
l 2 .  Cr ime Insurance .. C r i me i ns u ranc ' nay be pur ch a s e d  to cov e r  a wide 
range of ri s ks s uch as pe t t y  t h e f  t ,  the los s of a la rge amo u n t  of money 
d uri 'lg t rans i t  to the ha nk ,  And emp l o y e ," di s hones t y . ��ny loca l go ve rn-
m e n L .;; i n c lJ re f o r  l os s of mo ne y e i t he r  by ho l d u p  o r d i s a p pe a rrl i l c e  a l ld 
d i s h r ) ne s t y . Th e l i m i t s  of C l n y  c r ' m c po l i c y u l l o u J. d be n l e S !� t ! tfl \l t I l ( '  
maX i t : lum t-'l.mou n t  t h a t  t he l o ca 1 un i t cou ld p o s s i b l y los e a t  one t im f r ofil ;i ll Y 
o n e  ( ) f  the los s ca u s e s  ins u red ag � tns t .  
! 3 .  Bond s . Lo s s  of mo ne y o r  p r op e r l y  by t he i. nf i d e l i t y of emp l o y e e s  
r e p r, ' s e n t s  a po t e nt ia l l y s e v c:>  re ha z a r d  [0 r 1 ca l gove rnme n t s . 30nd i ng of 
c e r t  Li n em p l o y e e s , the ref o r e , m a y  be sou nd bU b i ne s s  � ra c t i ce and ma y al s o  
b e  r ' q u i r ed by o r d i na nce , ch a r t e �  p r o v i o i o n , or s t a t u t e . Ce r t a in s pe c i f i c 
p os i ' i ons may al s o req ui re a fa i th f ul pc - f o rr.la n c e  o r  a f id e l i t y  bond . A 
f a i t h f u l pe r f o rma n ce bond goes be yond t I l e  p c)t ec t ion a f f o rd e d  und e r  a 
f ide I i  t y  o r  ho nes t y  bon d . f\ f a i. thf u l  pe r f o rma n c e  bond wou ld p r o t e c t  th · 
e n t i l y no t o n l y  f r ofll a d i s ho nes t ac t o f  t he emp l oyee ( a s  wou ld .1 
f id e l i t y  bond ) but a l s o f rom los s o f  money or p r ope r t y  th r ou gh a n  
o f f i c i a l ' s  br e a ch o f  du t y . 
A l l  pe r s ons wh o hand l e  funds a nd wh o l10 1d sens i t iv e  p o s i t ions sho u ld be 
b ond · d . A fe w examp l e s  inc lude : f i nan ce d- p a r t me n t  emp l oye e s , al l pe rsons 
w i th che ck s igni ng o r  autho r i z i ng powers , .al l to p ma nagement a nd admi ni­
s t ra l Lve p e r s onne l ,  pur c h a s ing of f i c i a l s , :l nd wa reho u s e  emp lo y e e s . Throu gh 
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the use of bo th bo nd s  and cr i me ins u ra n ce , a lo ca l go ve rnme n t  usua l l y  ca n 
p ro t e c t  i t s e l f  ef f ec t ive ly aga i ns t  los s e s  at t r i bu t a b le t o  robbe r y , d i b ap -
p e a rance , frau d , and malf eas ance . 
D . Summa ry 
Few func t i o n s of go ve rnme nt are mo r e imp o r t an t than p r ot e c t ing the 
f i nan c i a l  as s e t s o f  the communi t y . Wi thout ade q ua t e f inance s  and o t he r 
val ues , the lo ca l go ve rnment ca nno t pr ovi de ne ce s s a ry pu b l i c  s e r v i c e s .  The 
pu r cha se of insu rance is one me tho d of p r ot e c t i ng value . Wh e r e  the 
s e ver i t y of lo s s  is grea t , ins u ra nce wi l l  p r o ba b ly be the onl y  way in wh ich 
mo s t  go ve r nme n t a l  ent i t ies ca n obt a i n  ade q ua t e p r o t e c t io n .  
This Chap t e r  has p re s e nt ed se ve ra l  fa c t o rs to be cons ide red when 
p u r ch as ing ins urance in lo ca l go ve rnme nt . It hao al s o  di lO' c us s e d  speci f i c 
t y p e s  of ins u rance ge ne ra l l y ap pl icable t o  lo ca l go ve rnme n t , as we l l  as the 
mai n  f e a t u r e s  of each . 
Lo ca l gove rnme n t s  in T ennes s e e a r e p r ot ec t ed by the Tennes s e e  
Gove rnme n t a l  T o r t  L i a b i l i t y  Ac t . Al t hou gh th i s ac t  is summa ri zed i n  
Appe nd i x  D ,  it s mo r e sa l i en t  f e a t u res are pres e nt ed he r e : 
*All s u bs t a t e po l i t i ca l s u bd i v i s i o ns are de f i ne d  as loca l  gove rnme n t s . 
*Al l lo ca l go ve rnme nt s are covered by the act . 
* The a c t  p r ovi d e s  
l i a b i l i t y . 
c o mple t e  iUhnu ni ty f r om wo rke rs compe ns a t i.on 
*The act prov ide s comp le t e  immu ni ty for go ve rnme n t a l a nd prop r i e t a ry 
f un c t ions . 
*The ac t the n  remove s immuni t y  in se ve ra l  s p e c i f i. c areas ( vehic les , 
uns af e s t ree t s  and s i dewa lks , dang e r o u s s t r u c t u r e s , ne gl i gent ac t s , or 
omi s s i ons of ce r t a i n  ty pe s ) . 
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* S p ' c U- i c do l l a r  ' - n i t s  ; 1 1- ( '  l's L ; l I d i :  ... I " , d  i l l l l l l '  I L h i. l i . t v ; I I - \ ' ; ' � ; I n  wi l l i - I I  
mm l l n i t y  i s  rf! l l ) o vc d . 
*A c la i ms  p r u cedure a n d  s c hed u l e wi L h i n  ·tJh i ch c l .::l i m s  nlLl s L  1)1 ' l) [ l! � ' e n t d 
a re es t a h l i s he u . 
* L o ca l go ve r Lll-le n t a l  i.ns n ra n ce poo l i ng i :.:; pe r . ' ti t t ed .  
* l.o c a l go ve r nille n t s  ri r e  al lOl,Je--i to i ns u re ex pos u r e s  oE L i le i r  · ' I�p l o y e � s . 
The ac t p r ov i d es a re la t i ve l y  s i mp l e  and ::; t r a i g h t f o nJa rd n p p ro a c h  t o  
l o cal go ve rnme nt i ns u rance i n  Te n ne s s e e , and se veral o f  i t s  fea tll  r e s  lllay be 
'Wo r thy of emu la t i on e l s ewhere . 
Rega r d l e s s  of the ex i s t ence of go v e rnme nt a l  to r t  li a b i li ty p r o t e c t io n ,  
c a re sho u ld he taken by lo ca l go ve rnme n t s  to ins u re what they IJU s t , ne i t he r 
t o  und e r i ns u re no r t o  ove r i ns u re , to un de rs t rl nd t he limi. t , '  a nd �x('e p t i () ns 
i n  R l l i n s u ra nce po l i c i es , a nd to unde rs t a nd t he co nseq ue nc � s  u f  l' i t i I t' r  
p urchas i n g  o r  no t pu r cha s i ng i n s u r a n ce . 
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C HAPTER V I I 
S UMMARY AND CONCLUS ION 
A .  Imp o r t ance of Ri sk Manageme n t  
1. ') 1  
R i sk manage me n t is go od ma nage me n t  and as s u ch plays an impo r t a n t ro le 
in l o ca l  go ve rnme n t . The pr i ma r y pu rpose of r i sk managemen t is to p r o t e ct 
the va lues of the lo ca l go ve rnme n t  f r om lo s s  and it do es so by ide n t i f y ing 
exp o s u re s  to lo s s  and und e rt aki ng correc t ive ac t ion . 
A ri s k  manageme nt prog ram shou ld be ba s ed on a nd admin i s t e red I.oli t h i n  
t he quid e 1 -l nes o f  a po l i cy tha t is f o rma l l y ado p t ed b y  the loca l  go ve rni ng 
bod y .  The po l i c y wil l  es t a b l i s h. prog ram pa rame t e r s  and di re c t ion and wi l l 
p r o v i d e the r i s k ma nage r a nd o t h e r s  in t he loca l un i t  w i t h  a e le .. l r a nd 
unamb i g uous unde rs t a nd i ng of p ro g ram req u i reme n t :-; .  
In al l lo ca l gove rnme nt s , the op e ra t io n  of a ri sk manageme n t  p r og ram 
s h o u ld be the re s p ons ib i l i t y of a s i ng le s t a f  E pe rs on , the r i s k  manage r .  
In la rge r uni t s , the ri. sk ma na ge r  wi ll be a f u l l - t ime po s i t io n wh i le in 
s ma l l e r uni t s  it may be a combi ned res p ons i b i l i t y . The ri sk manager should 
be gi ven bo th the res p ons ibi li t y  and au t ho r i t y  ne ces sa ry to es t ab l i s h  and 
adm ini s t e r  the p rog ram , and sh o u l d work di re c t ly for the cll ief adm i n i s t r a­
t i ve o f f i c i a l of the lo ca l go ve rnme n t . 
R i s k mana geme nt , prop e r l y  adm i n i s t e red , ca n ef f e c t  i ve ly p r ot e c t  va lues 
and , ove r t i me , ca n mo r e  t han pay fo r i t s e l f . I t  do es th is t hr ough l-educ­
t i ons in ins u rance co s t s  and reduc t ions in or pre vent io n of los s e s to prop-
e r t y , pe rs onn el , and membe rs o f  the pu b l i c . An ef f e c t ive l y  adm i n i s t e red 
1 5 2 
r i s k  ma nagement  p r- og r-am R l s o  p r olDo t e s ;1 mo r '  pos i L  i ve [ ma g  
gove r nme n t  and lo ea l o f f. i c i a l s . 
B .  Re view o f  Ma jo r  Co ns i d e ra t ions . 
To re view in de t a i l the ma te r i al p r e vi ous l y  co ve red i n  th is Ha nd hook 
wou l d  be both di f f i e u l t  for the au tho r s  and probab ly qui t e  bor i ng f o r  the 
rea de r . Cons e q u e nt ly , th is Chap t e r  wi l l  ins tead p r ov i d e  a br i e f li s t  of 
the mo s t  imp o r t a nt i s sues tha t  ha v e be e n  ad dr es s e d . 
* Ri s k  Management is de f i ned as a be f o re-the-l os s ar rangeme nt f o r  
a n  a f t e r -the lo s s  ba la nce be tween res o u r ce s  ava i l a b le ; tnd 
r es ou r ce s ne e de d  f o r  a p r ed e t e r mi ned leve l  of se rv ice . 
* Th e  p r ima r y pu rpos e of lo ca l gove rnme n t  i � the p r o v i s  i o n of 
p u b l i c  se r v i c e s . Risk mana geme nt he l p s to faci li tat e th i s goa l  by 
p r o t e c t i ng va l u eR and pre vent ing or reduc " n g 1 s s e s . 
* In e ve ry lo ca l go ve r n me n t , wh a t eve r is do ne ( o r not do ne ) a b  ) u t  
r i s k  re p res e n t s  tha t loca l un i t ' s  ri s k  ma nage ment pr og ram . 
* Ri s k  manage me nt is broa de r arld mo re i n clus i ve than i us u r. 1 Hee 
ma nageme n t . 
* The ri sk ma nagement p ro ce s s invo lves s i x d i s t i nc t  ac t i v i t ies or 
s t e p s  sugge s t ed by the ini t i a l s  G 1MMI R .  The y  are : 
- goa l s  and ob j e c t ives de ve l o p me nt 
- i dent i f i ca t i on of ri s k  
-meas u re me n t  o f  ri s k  
-me thod s of ri sk co n t r o l 
- imp le men t a t i o n  of a r i sk manageme nt p r og ra m 
- r eview and upda t e  of the p r og r a m  
* A  l o ca l  gove r nme nt r i s k  mana geme nt p r og ram sho u ld be fo rma L Ly 
ad o p t ed b y  the lo ca l e l e c t ed go ve r ll i ng bod y J admi n i s t e red b y  a 
q ua li f  ied r i s k  mana ge r ,  inco r p o ra t ed in the bud ge t ,  and ba s e d  on 
t he us e of sou nd and ef f e c t i ve wri t t e n  p r o cedu res . 
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*T h ree al t e rna t i ve me t h od s o f  co n t r o l l l n g r i s k  a r e . · \ I g�e � t t"d i ll 
t he ac ro llym E AT : 
- El imi t at e 
-As s ume 
-Trans f e r  
*Loca l governme nt op e r a t  i o ns face exp o s u r es commo n  to almo s t al l 
a c t ivi t i es , includ ing exp o s u res to : 
-liabi li ty 
-p e rs onne l 
- p ro pe rt y 
-veh i c le s  
*L oca l go vernment s fa ce nume rous exp os u res that a r e  di s t inc t i ve of 
s p e c i f ic de pa rt me n t a l  or func t i o nal op era t ions . The s e  ca n be 
d i s cove red onl y  as the res u l t  of de t a i led ana l y s i s and ins p e c t io n  
i n  each de part me n t al and funct ional area . 
* Ins u rance is an imp o r t a n t  el e ment of the typica 1 lo ca l  go v e  rnme n­
t a l ri s k  ma nagement p r ogr am . 
* Seve ra l types of ins u ran ce a r e imp or t a nt to lo ca l  go vc rnlne n t s , 
i nc lud ing : 
-p ro p e rt y 
-boi le r and mach ine ry 
- c omp rehe ns ive ge ne ra l li abi l i t y 
-co n t rac t u a l  
-e r r o r s  and omi s s io ns ( o r pu b l i c  of f i c i a l s  li abi l i ty ) 
-veh ic le li abi l i t y 
-veh i c le phy s ica l  dama ge 
-i nland ma r i ne 
-bond s 
-crime 
-wo rke r s  comp ens a t ion 
* P ro b lem areas in lo ca l go vernment i as u  rance ca n i n c l ude bot h 
ove r i ns urance a nd unde r i ns u ran ce . 
* S pe c i a l i z ed insu rance coverages and risk manag eme n t  ac t 1. vi t i es 
are re qui red for speci a l i zed e nt i t i e s ( i . e . , ai r p o r t s ,  zoos , t r a n­
s i t sy s t e ms , and ma ny ot he rs ) .  
* Cla ims and cla ims se rvice f r om an ins urance ca r r i e r  as we l l  as 
int e rnal cla ims ha nd l i ng by the lo ca l un i t  sho u ld be ca ref u l ly 
admini s t e red . 
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C .  Add i t ional Sources . 
In ad d i t i on to th i s  Hand book , ot he r publ i s hed ma t e r i a l s and F;ources of 
a s s i s t ance are ava i la b le to loca l go v e rnue n t s de s i r i ng he l p in r i sk 
ma nage :te nt . The li s t  be l ow id e nt i f i e s  two as s o c i a t io ns and se ve r - l  puh l i-
c a t i ons tha t  sho uld be of inte res t .  
1 . As sociat ions 
PR UtA ( The P u bl i. c  R i s k  and Ins u ra nce �1anageme n t  As s o c i a t io n ) 
1 1 40 Conne c t i c u t  Ave nue , ml 
S u i t e  2 1 0  
Was h i ng t on , D C  20036 
( 2 02 ) 828-36 1 4  
P RItfA i s  exc lu s i ve l y  devot ed t o  the r i s k  manageme nt and i ns ur a nce 
co nce rns of t he pub l i c  sect or ent  i t ies . PRIHA pub l i h e s  a lno n t h l y  
ne\.J s l e t t e r ,  s pons o r- s 'wtlorksho p s ,  sel:1. i na rs , co nf e r  nc e s , and t r a i ,1 i ng 
p rograms , and ho lds an annua l conf e re nce L n  the s p r i r.g of ea c h  y a r .  
RIMS ( The Ri sk and I ns ura nce r lanage�e nt S o c i e t y , I n  . ) 
2 0  Ea s t  4 2nd S t r e e t 
New Y o rk , NY 1 0 0 1 7  
( 2 1 2 )  28 6- 9 29 2 
R IMS is p rima r i l y  o r i e nt e d t owa r d  t h e  r i s k  hlanageme n t  and 
i nsur a nce conce r ns of bu s i nes s a nd i. ndu s t ry , al t hou gh i t s  go vernme n t al 
s e c t i o n  has be e n  gr owing in rece n t  yea r s . RIMS spons o r s wo r k sho p s , 
s emi na rs , c o n f e r e n ce s , a nd t r a i n ing p r og r a uls , c o nduc t s  res e a r ch , and 
p u b l i s he s  a va ri e t y of he l p f u l ma t e r i a l s  inc lud i ng a mo n t h l y fllaga z i ne . 
2 .  Hand bo oks and Manual s  
P res ented in al p habe t i ca l o rde r by t i t le .  
Gl o s s a r y o f  Ins u ra nc e Te rms , ed i t ed hy Thomas E .  G r e e n ,  Robe r t  W . 
O s le r ,  and James S .  Bu ck le y and pu h l i :.:.he d by The 1e rri t t  Compa ny 
( P . O . Box 9 5 5 ,  San t a  l � n i c a , CA 9 0 4 0 6 ) ,  1 9 8 0 . 
Gove r nmenta l Ri s k  Ma na geme n t , a one vo lune , l o o s e lr2 af ma nua l , 
d i re c t e d  a t  i s s ues of go ve r nme n t a l ins urance ri nd ri sk ma nag eme nt , 
w i t  regula r bi-mon t h l y  upd a t es , and a bi -mo n t i1. l y new s l e t t e r , 
p u b l i sh ed by Risk Manageme n t  P u b l i s h i ng C o . ( 2 030 � .  B road way , 
Tu c s o n , AZ 8 5 7 2 9 ) , 1 9 7 6 . 
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Municipal Ri sk Management and Insu rance Hand book , by t he G e o r g i a  
Chap t e r , CPCU ( Cha r t e red Prope rt y and Cas ua l ty Unde rwr i t e rs )  and 
ava i la ble throu gh the Nat ional U nde rw r i t e rs Compa ny ( 4 20 b� . 4 th 
S t r ee t , Cinci nna t i , OH 4 5 2 0 2 ) , 3 1 1  pages , 1 9 7 9 . 
Pr ac t i cal Ri s k  Management f o r Pub l i c  Agenc i e s , a one vo lume , loos e le af 
manua l , co ve r i ng the gene ra l f i e l d  of risk and i M l l  ra nc e f o r  
public age nci e s , au t h o r ed by Da vi d War ren and Ros s McI n.t osh ; 
p u bl i s hed by ��a r re n ,  McV e i g h  and G r i f f in , 1980 ( 58 D ia b lo V i ew 
D r i ve , Or inda , CA 94563) . The publ i s he r ca l ls th is a compa n i o n  
t o  i t s  broade r ,  more ge ne ra l  t w o  vo lume 'manual , Prac t ical Ris k  
Management . 
Ri sk Management : A Guidebook f o r  Local Gove rnment s ,  by the Depa rt me nt 
of Lo ca l Gove rnme nt Af f a i r s , Stat e of Il lino i s  ( 303 Eas t Monroe 
S t ree t ,  Spring f i eld , IL 627 06 ) , 1 48 pages , 1 9 78 . 
Ri sk Management : An Introduc t i o n  f o r  New Yo rk Sta t e  Lo cal Of f i c ial s , 
by L . E . O ' B r i en and Duane E .  Wil cox , Corne l l  Univers i t y ( Loca l 
Government Program, 200 ILR Ext e n� ion Building , Co rne l l 
Unive r s i t y ,  Ithaca , NY 148 5 3 ) , 1 40 pages , 1 980 . 
Ri s k  Management Manual , a tw o  vo lume , loose leaf manu a l  cove r i ng the 
ge ne r a l  f i e l d  o f  risk and ins u ra nce , wi th re gu la e bL -mon t h ly up­
dat es and a bi -mont h l y  news le t t e c , by The Mer ei t Compa ny , ( P . O .  
B ox 9 5 5 ,  Sant a �1onica , CA , 90406 ) 
Und e r s t and ing Risk Manageme n t : A Gu ide f or Go ve rnmen t s ,  by 
Cae , Ins t i t u t e of G o ve rnme nt , Un i vers i t y  of Ge o rg i a , 
Hal l , Athens , GA 3060 2 ) , 6 4  p ages , 1 980 . 
3 . Add i t i onal As s i s tance 
In Tenne s see : 
Cha rle s 
( Te c re l l  
*Muni cipal Te chn i ca l Adv i s o ry Service and Count y Te chnical As s i s t ance 
S e rvice , Ins t i tu te f o r  Pub l i c  S e rv i c e , The Univers i t y  of Te nnes s e e . 
El s ewhe r e : 
* Co l lege and uni vers i t y  ins u rance and c i s k  manageme nt fa cult y and 
e xt e ns ion a nd pu b l i c  se r vi ce fac i l i t y . 
* Ins u rance and ri sk manageme nt cons u l t ant s . 
* Ins u rance compan i es and ag e n c i e s . 
*RIMS a nd P RIl1A ca n be he lp f u l  in d i r e c t  i ng lo ca l  go ve r nLLle nt s to 
qualif ied cons u l t ant s and to l i s t s  of pe rs ons p r ov i d ing conS U l t i ng se c­
vices . 
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D .  Co ncl u s i o n . 
Th i s  Ha ndbook -wa s de ve l o p e d  f o r us e by lo ca l go v e r nme n t a l  of f i  i a l s  
int e re s t e d i n  pu rs u i ng a n  i nno va t i ve a d cos t -e f f e c t ive me a ns o f  im p r ov i ng 
l o ca l go ve rnu ent se r v i c e and re d u c i n g  or co nt r o l l i ng co s t s . Thi.s die ' ns i s  
known a s  r i s k  mana geme n t . Acro s s  the na t i o n , ri sk mana geme n t  has pr o v e n to 
be go o d  ma nageme n t  f o r  l o c a l  gove rnme n t .  I t  re t u rn Ll re in va l u e  than i s  
s pe nt in p rog ram admi ni s t ra t i on .  What is mo re , ri sk  ma nage e n t  he l p s  lo ca l  
g ove r nmen t s to avo i d  po t ent i a l ly se r ' o u s  los ses . 
Wh at r ema i ns the n is f o r no r e 1 c a l  of f i ci a l c;  in  add i t io na l l o ca l  
g o ve rnme n t s  t o  t ake t o  h e  r t  the pr i n ci p le s a nd ex w� r le s  p r e s e n t ed h ' re d nd 
t o  s e t about the task of de velop ing and il p le ment i n g  the i r  ow n r i s k  ma nA ge-
men t  p ro g rams . The au t h o r s  ho p e  tha t  t ho s e  lo c.q l of f i c i a l s  who de ci d e to 
do S o  wi l l  f i nd th i s  H a nd b o ok bo t h  und e r s t a ndab le a nd he lp f u l . 
AP PEND I C E S 
Ap p e nd ix A :  Sample Risk t1anagemc nt P o l i c y 
Ap pend ix B :  Samp le Forms 
A p p e nd ix c :  Ta ble of Con t e n t s  of SalOp h� B id l) a ' k ; H'C 
Append i x  D :  S UlIUlla r y  of Tennp s s ee G o v e r nmt:_ l l t a l  T o n: L i a h i  1 i t '!  /\ l  L 
Ap p e nd i x  E :  Saraplc Comp rehens i ve G e ne ral  Lia b i l i t y  lns l l ra n l l� id 
S p e c i f t ca t i o no 
Ap pe nd i x  F :  Glos s a ry of Ins u ra nce an.d Ri sk l1anageme n t  Te rms 

Append i x  A 
S AHPL E RI S K  MANAGEt1t:NT PO L ICY 
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SAMPLE RI SK �1ANAGEMENT POLICY 
I .  The C i t y  ( o r Coun t y ) o f  he rewi th s t a t es i t s  i n t e n t  t o  
e s t ab l i s h  a forma l ri sk ma na ge me n t program fo r t h e  prot e c t ion of i t s  
a s s e t s . 
I I . Th e ch ief adci n i s t ra t i ve of f i c e r is au tho r i zed to c rea te the poa i t ion 
o f  ri s k Qana ge r and to place in the sa id pos i t ion the res p o ns i b i l i ty , 
a u t h o r i  t y ,  and accoun t a b i l  i ty f o r  the de velopme nt , imp le me n t a  t io n ,  
a n d  review of a r i s k  manage me n t pro g r am co ns i s t e nt wi t h  tll is po l i c y . 
T he ri s k  ma nager shal l r� p o r t  di re c t ly to the ch i ef adm i ni s t r a t i ve 
o f f i ce r . 
I I I . The po l i cy of the City ( o r Cou nt y ) of i s  to re t a i n  the 
IV . 
r i sk of lo s s  of prope r t y ,  le ga l l i a b i l i ty , and di shones t y  in al l 
i ns t a nce s wh e re the ex po s u res are not so la rg e or s igni f i ca nt as 
a dve r s e ly to af f e c t  its op e ra t ions or f i nanci a l  s t ab i l i ty . 
The p o l i c y  of the C i t y ( o r Count y )  of s hal l be to 
i ns u r e  aga ins t al l ma j o r  lo s s  ex p o s ures tha t cou ld res ult in los seH 
i n  exc es s of ap p r ove d re t e n t ion o r  se l f - i ns ur ance l i m i t s . Ins l 1 r a nc � 
i n  the f o l low ing a rea s is to be cons id e red and purcha sed , wh rc 
a p p r op ri a t e : 
- Real and pe rs onal p r o p e r t y , pref e rab ly on a b la nke t ,  al l risk , 
agr eed amo u nt ba s i s . 
- C omp rehe ns ive gene ral lia b i l i t y _ 
* Th e  name of the af f e c t ed loca l gov e rnment should be ins e r t ed in 
the s pace p r ov i de d throughout th i s  po li cy s ta t emen t . 
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- Aut omobi le li abi l i ty .  
- Aut omobi l e  phy s i c a l  da ma ge , as ap p r o p r i a t e . 
- Pu b l i c  emp loyee blanke t bo nd s . 
- St a tu t o ry bo nd s on emp l oye e s or el e c t ed o f f i c i a l s . 
- Work e r s co m p e ns a t i on . 
Inland laa r i ne . 
- Publ i c of f i c i a l s li a b i l i ty .  
- C r i me . 
Othe r s as may be a p p r oved by t he go v e rn i ng body f r om t ime to 
t o rne . 
V I . In s u ra nce wi l l  not be p u r chas ed  to cov e r  los s exp os u res be l o w  
ap p rove d re t e nt ion level s ,  o r  iD t he exp os ures s u b j e c t  to s e l f ­
ins uran c e un l e s s  req u i r e d by s t a t u t e  o r  co n t ra t ,  or i n  tho s e  i n­
s tance s where sp e c ia l se rv ic e s , such as ins pe c t i o n  or c la i m  ad j u s  t­
me n t  se r v i c e s  are de s i r e d  or re q u i red . Ret e n t io n and se l f - i ns u ra nce 
l imi t s wi ll be annua l l y es t a b l i shed by the gov e r n i ng bod y _ 
V I I . Lo s s  re s e rve f und s wi l l  be es t ab l i shed to ha nd le c la ims wh i c h  are 
r e t a i ned or se l f - i ns u red in each ma j o r  i ns u rance ca t egory . The s i z e  
o f  each fund is  to be re c ommende d by the ri s manage r and ap p roved by 
th e ch i e f  exe cu t ive of f i c e r and is to be i nc lude d i n the reg ula r 
budge t s u bm i t t ed to the gove rn ing bod y . 
V I I I . Lo s s  p r ev e n t i on re c omIaenda t i ons tlade by ins urance compani e s , ra t l ng 
bure au s , f i r e  p r eve n t ion au tho r i t ie s , the r i sk ma nage r or ri sk 
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m a nageme nt cons ult a n t s sh al l be imp leme nt ed whe never de s irab1e and 
f eas i b le . 
I X .  Ins u ran ce wi l l  be p la ce d  on ly in ins u ra nce coopa n i e s  wi th a mi ni mum 
r a t i ng of A: X ,  as ra t ed in Be s t ' s  Ke y Ra t ing s ,  unl e s s  a wr i t t en rep o r t  
i s  su bm i t t ed t o  the ch i e f  adm in i s t r a t ive of f ic e r  exp la ini ng a de c i s io n  
t o  de v ia t e f r on th i s  ra t ing . 
X .  The ri sk ma nageme n t  p rog r�1O o f  i s  p l a ce d  undc r the -----------------------
d i r e c t i o n  of the ri s k  ma nager. wh o s e  res p o ns i bi l i t ies shal l i nc lude r i s k  
e va l u a t  io n ,  e s  t a bl i s hmen t o f  ri sk ma na geme n t  p r o ce d ures , p1ac em nt o f  
i ns u rance co ve rage s , main t e na nce o f  a li s t  of p r o p e r t y  va lues , p r o ­
c es s i ng of cla ims and ma i n t enance o f  los s rec o rd s , es t a b l i sh!ue n t  o f  a n  
emp l o y e e  sa f e t y pr o g r am , supe rv i s ion o f  los s preve n t i o n  ac t i v i t i e s , and 
o ve ra l l  revi e w  and eva l ua t i o n  of the ci t y ' s ri sk manageme n t  pr og ram . 
The ri sk ma nage r wi l l  es t a b l i s h  and se rve as ch a i r p e rs on of t h e  sa f e t y 
a nd l o s s  p r eve u t i o n  commi t t ee es t a b l i shed he r e u nde r .  

Append i x  B 
SAMPLE FORMS 
Cert i f ica t e  of Ins ura nce 
Cancel lat ion Clause 
Cont ract Review - S i gnatu re Page 
Report  of Occupa t ional Injury / I l lnes s 
Supplemen tal Los t Time Rep ort 
P rope r t y  Los s  Rep o rt 
Liabi lity Accident Rep ort 
Vehicle Acc i dent Rep ort 
C la im Recovery : F irs t Not ice 
C la im Recovery : Second N ot ice 
Ins tal lment Payment Not e 
Cond i t ional Release 
C laim Analys is : Aut omobi le 
C laim Ana lys is : Non-Aut omobi le 
These samp le f o rms are adapt ed f r om f o rms use d  by the Metr op o l i t an 
Gove rnment of Nashvi l le and Davi d s on County Tennes see . 

CERTIF ICATE OF INSURAN CE 
( page 1 of  3 pages ) 
For Cont rac tors Doing B us ines s W i th 
( Name of City or Count y )  
( This Ce rt if icate does not amend , extend , or alt e r  the cove rage af f ored by 
the pol i cies li s ted be low) 
Name and addre s s  of agency 
Name and addres s of ins ured 
COMPAN IES AFFORDING COVERAGES 
Company 
Let t er A 
Company 
Let t er B 
Company 
Let t er C 
Company 
Let ter D 
C ompany 
Le t t er E 
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This i s  t o  ce rt i f y that policies of ins u ra nce li s ted be l ow have be e n  is sued 
to the insured named above and are in f orce at th i s  t ime . 
Company 
Le t ter 
T yp e  of 
Insu ranc e 
GENERAL 
L IABIL ITY 
( ) Comprehen­
s ive form 
( } P remis es­
Ope ra t ions 
( )Exp los ion 
& Collap se 
Hazard 
( )Unde rground 
Hazard 
( )P roduct s / 
Comp le ted 
Ope ra t i ons 
Hazards 
( )Cont rac tual 
Insurance 
( )Broad f orm 
Propert y 
Damage I 




P ol i cy 
Number 
Policy 
Exp iration Date 
L imi t s  of Liabi l i ty in 
Thousands ( 000) 
Each 
Occurrence 
Bod i ly 
Inj ury 
$ 
P rop e rt :y $ 
Damage 
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CERTIFICATE O F  INSURANCE 
page 2 o f  3 pages 
. '-
Limi t s  of Liabi lity in 
Thousands ( 000) -
Company Type of P ol i cy Poli cy Each 
Le t t e r  Insurance Number Exp i ra t i on Da t e  Occur rence A�grega te 
AUTOMOBILE 
LIABILITY Bod ily $ 
Injury 
( ) Comp rehen- (Each 
s l ve f o rm P ers on ) 
( ) Owned 
( )Hi red Bod ily $ 
( )Non-Owned Injury 
( Eac h 
Acci-
dent ) --
P roperty $ 
Damage 
B od i ly $ 
I njury 
and 




L IABILITY B od i ly $ $ 
( ) Umbrella In jury 
Form and 
( ) Other than Prop e rt y 
Umbre l la Damage 
Combined 
WORKERS ' L .  & S t atu-
COMPENSAT ION H . W .  t o ry 
AND Act --
EMPLOYERS ' J one s 
L IABIL ITY Act -- $ 
Each Acc ident 
OTHE R I I 
I I I J 
CERT I F I CATL OF I N S U RANCE 
( page 3 of 3 pages ) 
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T h i s  is to ce r t i f y  furthe r to the * con ce r n i ng the 
p o l i ci es of insurance l i s t ed above and the cove rage provided the reby tha t : 
1 .  The co nt ra c t ua l ins urance cove rage is  on a bla nke t hroad to rm 
bas i s  unles s  ot h e r�ise ind i ca t ed be l ow , 
2 .  The compa ny or compa n i es , up on req ue s t , ag r e e  to de l i ve r wi L h i n  
f i f t e en ( 1 5 )  days a ce r t i f i ed copy of any and / or  al l o f  the po l i ­
c i e s of  ins u rance to the 
3 .  If one ( 1 )  or mo re umb re l la exces s poli c i es are used , the re is n o  
gap be t wee n  th e limi t s  of the p r ima r y  po li c ies and the de d u c t ible 
f eatures of the umb re l la poli c ies , 
4 .  Coverage unde r  the pr ima r y po l i c i e s  has no ded uct i b le f e a tu r e  
unle s s  o t he rwi s e  ind i c a t ed be low .  If the re are ded u c t  i b le 
f e a t u r e s  o r  the ins ured ha s  adop t ed a funded s e l f - i ns urance 
p rograLn ,  they are ful ly exp la ined on an at t ached s heet wh ic 1 
be come s a pa rt of this  Ce r t i f i ca t e , and 
5 .  Th e cove rage prov i ded shal l not be ea nce l led , reduced in  eove r ge , 
o r  al lowed to lap s e  unl e s s  a nd unt i l  the 
r e c e i ve s  at leas t t ll i r t y  ( 36)days ad vance w r i t t en not i c e  of sane . 
S aid wr it t e n no t ic e  mu s t  be de l i ve red to t he ----- - ----
r i s k  ma na ge r at his o f f i e e  sho wn as the ad d r es s of the ce r t i f i e a t �  
holde r be 10w . 
Name and Ad d re s s  of Ce r t i f i ca t e Ho l d e r  
c / o R i s k  ��na g e r  
( add r e s s ) 
* 
Da t e  I s s ued : 
( agency or compa ny ) 
by� ______________________ � __ __ 
( Aut h o r i z ed R ep re s e n t a t ive ) 
( At t ach P owe r of At t o rney ) 
Th i s  C e rt i f i ca t e  rep la c e s a 
C e r t i f i c a t e  da t ed 
*The name of the af f e c t ed lo ca l  80ve rnrlle n t  sho uld be ins e rt ed i ll t h e  
b la nk spaced p r ovi d e d  i n  th e text of this fo rm .  
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CANCELLAT ION CLAU S E  
A .  St anda rd Canc e l l a t ion Clause ( by i ns urance age nt or com pany ) 
Shou ld a ny of the above de s cr i bed po l i c i es be ca ncel led bef o r e thp 
e xp i ra t io n  da t e  the reof , the i s s u i ng com pany wi l l  end e avo r to mai 1 
days wri t t en not i c e  to the be low named ce rt if i ca t e  ho lde r , but 
f a i l u r e  to ma i l  su ch no t i ce shal l imp o s e  no obli ga t i on o r  l i a b i l i ty of 
a ny ki nd upo n  the cOfilpa ny . 
B .  Rec ommend ed Can c e l la t i o n  Cla u s e  ( f o r sou nd ri sk managenent p r og r am )  
T h e  cove rage pr ovi d e d  shal l Ll.O t be cance l led , red uced i n  c v e r a�Je , or 
a l l owed t o  la p se u n le s s  and u nt i l t he C i t y  o r  Count y  of 
r eceives at leas t th irt--y---( 30 ) da y s  adva nce wri t t en not ice of tjame . 
S a id wri t t e n not ice m.u s t  be de l i v e red to t he C i t y  or Count y of 
r i s k  ma nage r at h i s  of f i c e  shown as the ad d es s of the -----------------
c e r t i f i ca t e  ho lde r be low . 

1 7 5  
CONTRACT RE V I EW : S I GNAT URE PAG E 
AP P RO V E D  AND RE COf'LME N D ED : A P P ROVEU AS TO P URCHAS I NG �lI{OC t': I ) ULU: : 
Depa r t men t  Head or D i r e c t o r  d a t e  Purchas iGg Agent  da t e  
A P P RO V ED AS TO AVAI LAB I L ITY OF rUNUS : 
D i re c t o r  of F ina nce da t e  
AP P RO V ED AS T O  �'ORM AN D Lb�GJ\L ITY : 
A t t o r ne y <.la t e  
AP P RO V E D AS TO I NS U RANCE \{£(�U IRE r\tE N T S : 
Risk �lanage r da t e  
AP P RO V ED B Y  CH iEF EXE C UT I V E  O F F I C � R  
May o r  (�anage r o r  C o u nt y  Exe cut ive ) 

1 7 7  
1 . Cas e  Numbe1 / P age 1 o f  2 Pa geR 
REPORT OF OCCUPAT I ONAL INJURY / I LLNE S S  
2 .  De p a r t ment 3 .  Da te o f  Re p o r t  
Mo · 1 Day I Yea r 
EMPLOYEE : Thi s  po rt io n shal l be comp Ie t ed by the in j ured emp loyee or 
s omeone on his or he r be h a l f  wh e neve r an in j u ry is sus t a ined in the pe r f o r-
ma nce of du t y . Fai lu re t o  re p o r t injury imme d i a t e l y  may j e o p a rd i z e  an 
employee ' s  claim . ATTACH MED ICAL REPORTS to f orm when pos s i b le . 
4 .  Name of I nju red 5 .  S S  Numbe r 6 .  Age 7 .  Sex 8 .  Emp lo ye e 
La s t F i rs t MI ( )  Male Numbe r 
( ) F e ma le 
9 .  Dat e  o f  Acc id ent 1 0 . Time of In j u ry 1 1 .  Exac t Loca t ' o n of Ac ci. dent MO _/ Day I Year : ( )AM --( ) PM : 
1 2 .  What of f i c i a l  dut t e s  we re you pe r f o r m i ng at the t i.me of ac c t de n t ? 
(Mak i ng ne ighborh ood s u r ve y , mow i ng , mak i ng sani t a t ion pi ck- u p , et c . ) 
1 3 .  Na ture of in j u ry ( cut , brui s e , 1 4 .  Pa r t of bod y  af f e c t ed ( 3r d  f i nge r  
s p ra i n , f rac tu re , e t c .  ) of ri gh t hand ,  lower back , le f t  
leg , et c . ) 
1 5 .  Name and addr es s of Med i ca l F ac i l i t y 1 6 . Were you adm i t t ed f o r  
o r  C l i n i c  at t ended overn i ght s t ay at 
Ho s p i t a l or C l i n i c ? 
( ) Yes ( )  N o 
1 7 . S t a t e  t re a t men t s or medi c ines gi ve n t o  you o r  pres cr i bed f o r  you at 
above Med i c a l  F ac i l i t y  or C l i nic . 
-
1 8 .  Te l l  comp le t e  s t o ry of 'Wha t  hap p e ned . Wha t le d up to ac � i de nt ? W ha t  
were you do ing ? What to o l s  we re you US ing ?  H.ow d i d  ' cci de n t  oc c u r ? 
Use add i t iona l s he e t s  i f  ne ces s a  ry . 
1 9 . If t h i s  re p o r t  wa s not given imme d i a t e l y  af t e r  the inj u ry , exp la i n 
reas on f o r  the de lay . 
2 0 . The in j ury de s cri be d above wa s su s t ained in the pe rf o rma n ce of my 
dut i e s  as an emp loyee of the Local Gove rnment and , to the be s t of my 
knowle dge , the abo ve f a ct s are correct  as  s t a t ed .  
S i gna t u re Of Emp loyee I Da t e  I I 
1 7 8  
REPORT O F  OCCUPAT IONAL INJURY/ ILLNES S  I Page 2 of 2 Page s 
II1MED IATE SU P E RV ISOR : Th i s  port ion shal l  be comp le t ed by injured 
emp loyee ' s  S up e r v i s or and su bmi t t ed to the Ri sk Manager wi thin 24 hours of 
rece i p t  o f  emp loyee injury repo r t . 
2 1 . 
2 4 . 
2 5 .  
2 7 . 
28 . 
29 .  
30 . 
3 1 . 
3 2 . 
3 3 . 
3 4 . 
EMPLOYMENT STATUS 2 2 . Salary sou rce , 2 3 .  Emp loyee ' s 
( ) Pe rmanent ( ) Temp ora ry ( ) Othe r if not me t r o  J o b  
Emp lo y ee Emp loyee Des c r ip t ion 
K IND OF ACC IDENT 
( ) Oc cupat iona l ( ) Occupa t iona l I l lnes s ( ) Oc cupa t ional Inj ury and 
Injury Onl y  
Wa s mo t o r  veh i c le invo lved ? 
( ) Yes ( ) No 
INJ URY TREATMENT STATUS 
( ) Re f u s e d  Trmt . ( ) No T rmt . 
InjurY' ( ) Permanent Di s a bl i ng 
If fat a l i ty , dat e of dea th 
Name ob j e c t  or sub s t ance tha t 
Wou ld prot e c t ive clothing or 
( ) Ye s  ( )No 
Des cr ibe p r o t e c t ive clothing 
Unsaf e  cond i t i on ,  if any ( no 
Pro p e r t y  Damage 1 26 .  Wil l  t ime be los t othe r than 
of inj ury ? ( ) Yes ( ) No 
da y 
-
( ) F i rs t Aid A t t n . Only ( ) Temp . Di s abl i ng 
Inju r y  ( ) Fa t al i t y  
.� 
di r e c t ly inj ured emp loyee 
devices have prevent ed or reduced injury; 
or de vi ce s  you rec ommend 
gua rd r a i l , no f i r e  ex t ingui she r ,  et c . )  
Uns af e Act of Emp loyee , if any ( inat tent ion to  fo ot ing , e t c . )  
Immediat e S uperv i s or . What ac t ion have you taken to prevent fut u re 
s imi la r acc i de nt s ? 
S i gna tu re of Immed i a t e S upervisor Da t e  
L 7 9  
1 • Case Numbe r SUP PLEMENTAL REPORT OF LOST TIME Page 1 oE 2 Pages 
2 . Depar t ment 3 .  Dat e  of Re port 
Mo _j Day , Yea r 
4 .  Name of Emp loyee 5 . Employee N umbe r 6 .  Date of In ju ry 
Mo . Day Year 
7 • Did employee suf f e r  a re-injury ?  8 .  Date of Re-injury 
( )Yes ( )No Mo Day I Year 
S UPERV ISOR : Th i s  form shal l  be comple t ed by employee ' s  S upe rvi s or when anYI 
j o b-related injury or illnes s res ult s  in los t workdays , trans f e r  to another 
p os i t i o n ,  return to light dut y  as s i gnme nt , termina t ion of employment , or 
f at a l i t y . It mus t  be submi t t ed no la t e r  24 hou rs following emp loyee ' s  
re turn t o  l ight or f ull d u t y , t rans f e r ,  f atal ity , or terminat ion . 
9 .  Has emp loyee returned Date Las t  Wo rked Date Returned to Work W o rkdays 
t o  work? ( ) Yes ( ) No Moi Da1 Yea r Mo . Day I Yea r Los t -
1 0 . Summari ze total workdays  los t to dat e  due to th i s  inju ry . ( Exc lude the 
day of in j u ry , par t i a l  days worked , weekends , and ho l i days - o nl y  fu ll 
workdays los t)  • 
APR I MAY / J UN I AUG I S E P  I OCT I NOV I JAN I F E B / MAR I J U L  / DEC 
Tot a l  Workdays Los t to Date 
1 1 . Did employee ret u rn to samE Dat e retu rned Dat e  res umed Light duty 
pos it ion with light duty ?  to l ight duty full dut i e s  days MO _, D a1 Year Mo .1 Da Yea r  
( ) Ye s  ( ) No 
1 2 .  Summari ze t o t a l  ligh t -duty days 
JAN I FEB / MAR / APR r MAY / JUN / 
Total L ight -Du t y  Days to D a t e  
to dat e  due to th i s  inj ury . 
J U L  / AUG / SEP I OCT I NOV I DEC 
1 3 . Was employee trans f e r red t o  anothe r pos i t ion due to th is inj u r y ?  
Typ e  o f  trans f e r  Dat e  Tra n 8 f e r red Dat e res umed L i gh t- Dut y 
( Check one ) regula r duties  
( ) Permanent Mo ·l Day J Year Mo . Day I Year ( ) Temporary 
Days  
1 4 . Summa r i ze tot a l  light-duty days to da t e  due to  temp o ra ry t rans f e r . 
JAN I F E B / MAR / APR r MAY ! JUN ! J U L  I AUG / SEP / O CT ! NOV I DEC 
1 5 .  Was employment If yes , g ive 1 6 . Di d  If  yes , 
t e rmi na t ed as a result t e rminat ion employee give dat e  
o f  th is  in jury ?  date . die ? of fatal i ty . 
Mo _j D ay J Yea r ( )Yes Mo ·1 Day , Yea r ( ) Ye s  ( ) No ( ) No 
180 
S UPPLEMENTAL LOST TIME RE PORT I Page 2 o f  2 Page s 
1 7 . If hos p i t a l i z e d ,  name Da t e  Ent e red Da t e  Rel ea s e d --
and add re s s  of ho sp i t al Mo -l Day J Year Mo ·1 Day J Yea r -
1 8 . Was in jury the res u l t  of a veh icula r  ac c i dent be t ween emp loyee and 
on-emJ>_l o yee ? ( ) Yes ( ) No ( if yes , gi ve name and add re s s  o f  non-emp l oye e) 
N ame I Addr e s s  
C i t y I S t a t e  I Z ip Code 
Area Code Home Telephone Area Code Bu s ines s Tele p ho ne 
I , , , I I t I I I  , t I I I , I I I I , I I I  -
1 9 . SUPERV I SO R :  Rema rks 
Name of Supe rvi s or -
Da t e  -Ho I Day I Yea r S i gna t u re 
P RO P E H TY LO S S  R I � P{ ) RT 
D e p a r t me nt Previous ly Re p o r t e d ? Y e s  No 
-------




Los s Loca t ion 
----------------------- ------------
Kind of L o s s ( f ire , wind , s moke , e t c . ) 
------------------
1 8 1 
( Do not use t h i s space ) 
P olic y No . 
---------------
C la im N o . 
--------- -----
G r o s s Lo s s  �� ' t  $ 
----
P r obable Amount Ent ire L o s s  $ D educt i b le Am ' t $ 
-----------------------
----
D e s c ri p t ion of Los s & Damage 
------------------------
Net Lo s s  Aruo l1 n.t $ 
_
__ _ 
C a t . No . 
Em p l oyee ' s  P ro p e r t y Dama g e d  or L o s t 
---------- --------------------------------
Rema rks -- I f  ene r gency rep a i r s re q u i re d  or i f  los s was caused by ot he r s , ex p la i n . 
Da te  Name o f  P e rs on Comple t ing T h i s  Rep o r t  ---- ------�------------------------( If se r i ou s  los s , ph one and then s e nd re p o rt ) 
S END THIS RE PORT IMHED IAT E LY TO : OF FICE OF RISK MAl� AGEt1E rr 
( Of f i ce U s e ) 
L o s s  As s i gne d to Dat e  
------------------- ------------ --------------------------
• 
l � 3  
LIAB IL ITY ACCIDENT REPORT 
Aut o Othe r  ---- -------
Dept e _____________________ P revious ly Rep orted?  Yes ___ No ___ Cla im � o . 
AM Dat e /Time of Accident _________PM Lo ca t io n  of Accident __ _ _ _ ___ _ _ _ _ _  _ 
Des c r i p t ion of Accident 
------------------------------ ------ --- --_ . .  ---- -- -































Tag Veh e NO e ___ Year ___ Make 
________ Mode l _____ Veh . I . O . No .  
_
__ No • 
___ 
 
Dep t . As s i gned Loca t ion Phone 
____________ __�----------------
__________ � r 
D river Age ____ Addre s s  Phone I 
---------------- ----------_. --
---------�I 1\' 
Drive r ' s  P os i t ion Purpose of Use --------------- ----------------� 
D es cr i be Damage E s t . $ Whe re loca t ed --------------- ---- ---------�I 
Owne r Addres s Phone ----------------------- ------------- ------- -� I 
D river Addr es s  Phone I ------------------ -------------- ----------1 1 
Damage ( If auto : year , make , I . D . )  ' I -------- 1 ' 
Aut O / Prope r t y  ins ured ? Yes No Co . o r  Age ncy Po l .  No . -------- ---- --
Damage Es t imat e  $ Whe r e  aut o  ca n  be see n  ------------ ------------. ----� 
Name Add r e s s  Phone Extent of Inju ry Whi ch Aut o  
Name Addr e s s  Phone I -------------------- ----------------------------- -----------� I 
Ext ent of I n j ury Why on premi se s  ------------------------------ ---------------� 




( Use reve rse s i de f or addi t ional inf orma t io n )  
Date 
__
 -.�� ____ ----------------_____ Rep ort ed by 










































SEND THIS REPORT IMMED IATELY TO : OFF I CE OF RI SK MANAGEMENT 
oJ 
I .  
18 5 
V E H I C LE ACC IDENT REPORT 
D ep a r t ment D i vi s ion Te l e p hone 
Ac c i de n t  da t e  I M o _ Day Y r .  L o ca t i o n  and l o c a t i o n 
GOVT 
V EH I C L E  
OTHER 
V EH ICLE 
OR 
P RO P E RTY 
I NJ URE D 
P ERSONS 












Mak e I M ode l Y e a r  S e r i a l  N o o l Li c ens e NO o�ni t N O _e __  
Name of D r i ve r  Age I Home Ad dr es s 
Home T e le p hone Purp ooe  of use of veh ic le 
-
P as s e nge r i n  veh i c le Add r es s  Telep hone 
-� 
Pas s e nger in veh i c le Ad dr e s s Te lephone 
� 
Dama ge t o  veh i c le Whe re veh i c le ca n  be seen 
If t he f t ,  sp e c i f y  prop e r t y  s t o le n  Po l i ce not if  ied ? Y e s  No 
---
-
Typ e p r o p e r t y  Veh i c le Make Yr  _ /  L i c e ns e  N o . Des c r i be da mage 
J 
Name of Owne r Age Add r e s s Phone Ins uran ce ca r r i e r 
I 




Pas s e nge r i n  veh ic le Age Add r e s s  Phone 
_ _ _ __ _ _ _ 1
Pas s e nge r i n  veh ic le Age Add r e s s  Phone 
I 
- - - ----1 
Name Age Addr e s s  Ex t e n t  o f  i njury 
I 
- ----- - -- -




Name Addr es s Phone I 
N ame Add r es s Phone r 
N ame Addr es s Phone I 




___ _ ___ J 
O u r  veh i c le s p e ed I O t he r  veh i c le spe ed I Wea t he r  l 
N ame of comp l e t i ng I S i gna t u re 
-
pe rs o n  re p o r t of D r i ve r  
I 
S END TH I S  RE PORT IMHED IATELY TO : OFF ICE OF RI S K  MANAGE�1ENT 

( Da t e ) 
Hr . J oh n  Smith 
1 23  F i r s t S t reet 
C LA U1 RI':COV E RY : �' l R ST NOT 1 C l� 
Nas hvi l l e , Tenn e s s e e  3 7 3 4 3  
Re : F i le N o . 
De a r  M.r . Sr.l.i t h :  
l eU  
T h i s  o f f i c e has re ce i ved a re p o r t  tha t a l Y 7 3  t) l ynw u t h  ownl� d  by you . \ I 1d  
d r i ve n by Rebe c ca J .  SGli th wa s i nvo lved i n  a n  au t omo bi le : ]  . : i. d e n L  o n  
( da t e ) . Thi s ac cident oc c u r re d  at the i nt e rs e c t i o n  of 1 2 t l l  Ave nu e Hll i l r: 1 1 1 
S t r e e t  and i nvo lved a ci t y  p o l i c e  de p a rt me n t veh i c le . Our inve s t ig : l t io n  
h as revea l e d  tha t Ms . Smi t h  was res pons ible f o r  damage s t o  t i le po l i c e  
veh i c le . 
The O f f i c e  of Risk Nanageme n t  is re s p ons i b le f o r  the hand l " ng of c la ims fo r 
t he C i t y  aga ins t tho s e  i nd i v i duals �vho cau se damage to i t s p r op e r t y . 
P lea s e  con t a c t this of f ice as s oo n as pos s i b le or have you r ins u ra n ce 
a ge nt do so in o rd e r to r es o lve th i s  ma t t e r .  
S i nce r e l y , 
R i s k  Ma nage r 

( D a t e )  
H r . J ohn Smi t h  
1 2 3 F i r s t  S t re e t  
CLAIM RECOVERY : S ECOND NOT ICE 
N a s hv i l le , Tenne s s e e  37343  
Re : F i le U o . 
D e a r  Hr . Sui th : 
1 K 9  
O n  ( d a t e ) , th is  of f ice  vIro t e yOu · rega r<1 i ng th e ac c i d e nt invo lvi ng R � be c ca 
J .  S m i t h  and .q C i t y  poli c e  veh i c le .  A c c o rd i ng to inf o rma t io n  I h ave , the 
a cc ident wa s ca u s ed when Hs . Sr.li t h  f a i l e d  to heed a red t ra f f i c  l i gh t . 
In  the ac c i d e nt , the po l i ce c r u i s e r  su s t a i ned $ 1 , 5 37 . 1 4 i n  da mag e s , and a 
t ra f f i c  con t ro l box was de s t r oy e d . C os t to re p la ce th i s  i t em i s  $ 2 , 2 36 . 2 7 . 
The C i t y  ex p e c t s to be re i mb u rs e d  by you or you r ins ura nce ca r r i. e r f o r  
t he s e  da mage s wh i ch to t a l $ 3 , 7 7 3 . 4 1 . 
Y o u  mu s t  cont a c t  th i s  of f i c e  imrae d i. a t e l y  rega rd i n.g the d"l ma g e s  cau s , � d  i. n  
t h i s  ac c i de nt . I f  we do no t hea r f r o m. you , we shal l ha ve no a l t e rna t i. v  
bu t t o  rep o r t  th i s  ma t t e r  t o  t h e  F i na n c i a l  Re p o l1s i b i l i t y D i v i s i o n  o f  t i l ' 
S t a t e  of Ten ne s s e e  to s e ek re v o ca t i o n  of you r op e ra to r ' s  li c e ns e  , l nd i n  t i ­
t ut e le ga l pr o c e ed i ngs f o r re cove t-y of t h i s  at:lOl l n t . 
S i nce rel y , 
Risk  Manage r 

I N S Ti\ L LM I� NT PAY rtE rrr N O'n: 
$ ( Amo un t ) 
F or va l u e  re ce i ve d I ,  ( arne of Bake r )  
( name ) 
p romis e  t o  pay t o the orde r of ( Lo c a l  Gove rnment ) 
( Oa t Q ) , I q 
1 Y 1 






l e gal t e nde r of the Uni t ed S t a t es , at the ra t e  of ( p ayable i n  ins t a l lm nt s )  
i n s t l lme n t s ) as f o l lows : do l la rs  ( $_--- -- - - -














d o l la r ::; ( $ __ _ ___ ) 0 11 t hc 
) 
dcl Y 
o f  each mo nth the rea f t e r  f o r  mon t1ls unt i l  t h e  e nt ire amollnt has be _ 11 
p aid . A d e f au l t  i n  the payme nt  of any ins t a l lme nt wh en due shal l ca ll S �  the 
IN o l e amo u n t  nn p a i d  to be c ome i mm d i a t e l y  due a ld pa y a b l e  at the op t io n of 
t h e ho l de r . F ur t h e r ,  I ,  ( Name of Make r ) a g r e t-� to pay a -----
a t t o r n e y ' s  f e e s , and court cos t s  in t h e  e ve n t  of a sui t to enf o r �e c o l le c -
t i o n  of this no t e .  
Th e make r of th is  no t e f urthe r ag r e e s  tha t th i s  no t e  i s  gi v(' n  as cv i-
d e nce of inde bt edn s s , and not i n  l i eu t h e re o f , and tha t t h e  g i v i n g ,  a c e  . p -
t ance , or  negot ia t i o n of sa 10 shal l no t in any way ch ange o r  al t e r  t he 
f o rm , ch a r. c t er , o r  q ual t t y  of t he or i g i  nal d _ b t . 
N a me : Add r  s s : 
T e l e p h o ne No . :  
W i t ne s s :  Add r e s s : 
Pers onal ly ap p e a r e d  be f o re me , a N ot ary P u bl i c , and acknowledged the e e c u­
t io n of the above not ice . 
Hy commi s s ion  expi res : 
( Notary Publ i c )  

STAT E OF 
Count y  
COND IT IONAL RELEAS E  
( P age 1 o f  2 Pag es ) 
F i l e  No . 
The f o l l ow i ng ag reeme nt was ent e r ed i n t o  th is day of 
19 be tween the ( Lo c a l  Gov e r nme n t ) a nd �ker of No t e  
Whe rea s the ( Lo c a l  Go ve rnmen t ) r e c e i ve d 
1 9 3  
( a ut o mo bi le p r o p e rt y  dama g e s  and / o r  -b-o-d-i-l-y-inj u r y - - s pe ct f y )  
i n  the amount of d o l la rs ( $  ) 
d ue to (a mo t o r  veh i c le ac ci de nt or ot l er- -s pe c i f y )  
wh i ch o c c u r r ed on the day of , 1 9  ___ a t  
( l o ca t io n )  
i n  the ( Lo c a l  Governme n t ) , and tha t ( t1a ke r o f  No t e ) has be e n  
f ound l i a b l e  or as s ume s  li a b i l i t y  f o r s u ch da mage s as he re i n  e t  ou t ; 
The ref o r e , the f o l lowing d u l y  acknowle d ges "IT i t t e n agree e nt prov id i ng 
f o r the payment of the above out l i ne d  a nd agr e ed amo unt in ins t al Lnen t s  
h e rew i th i s  ex e cu t e d i n  ac co rdance wi t l the laws of the s t a t e  of 
( 1 ) ( Make r ) h e r eb y  ag r e e s  to pay the 
p a r t  of the ent i r e  sum of 
b e i ng the amo unt th a t  has be e n  ag r e ed upon . 
t o  pay the ba lance i n  eq ua l mo nth l y  in t a l lmen t s  
u nt i l  th e en t i r e ba la nce due i s  pa i d . 
C i t y of ( Lo c a l Gove rnme nt ) 
( $  ) ,  tha t 
�---
( Ma ke r ) f u r t h e r  ag r e s  
of $ e ac h 
( 2 ) T h e  ( Lo ca l Governme n t ) in co ns id e ra t i o n  of the a b ove de s c r i b  d 
p ayme n t , he reby exp r e s s l y rele a s e  ( Name ) f r om f u r t he r  cOlil p l L"l 1l l' 
w i th the s e c u r i t y  pr ov i s io n o f  t h e T e nne s s e e  F i na n c i a l  Res p o ns i bi l i t y L\ct , 
unl e s s a de f a u l t in payment s oc curs ; i n  wh ich ca s e , th e  ( Lo ca l  Go ve rnment ) 
r e s e rves f u l ly the ri ght to req ue s t the F i nanci a l  L e s p ons ib i l i t y  Divi s io n  
t o  revoke th e  p r i v i leges of (Make r )  
( 3 ) B o t h  p a r t i e s  he reby a g r e e  tha t  t he F inanc i a l  Res pons i b i l i t y  
D i vi s ion o f  the S t a t e  of Tenne s s e e  may u s e  th i s  agr ee me nt in pro ce s s ing 
t h i s  :'i c ci dent , sub j e c t  to the p r ov i s i o ns of the Te nnes s e e  L a1;-l . 
1 9 4  
Cond i t i o na l Re leas e 
( Page 2 of 2 Pa ge s ) 
I N  "H TNE S S  �mEREOF ,  we have he r eunt o se t ou r hand s and seal s , th i s  
d ay of , 1 9 
-----------------
f or the ( Lo c a l Government ) ----�----------------�------Name : 
Add r e  s :  Nane : 
T e le phone : Ti t le : 
D a t e : Da t e : 
P e rs ona l ly ap p e a r e d  be f o re me , a N ot a ry P u b l i c , and acknmvled ged the 
execu t i o n  of the ab ove C o nd i t iona l Re l e as e . 
N o t a ry Pub l i c Dat e 
1y COTIU:li s s i on E xp i r es : 
CLAIM ANALYS I S : AUTOMOB I LE 
Dep t . Dat e of Accident C la im N o . 
------------------- -----------------
Accident Loca t ion 
-------
1 9 5  
Govt . Drive r  _________________ ___ Dep t . / Of f i ce 
__
___ _  _ 
Driv ing R e c o rd 
--------------- -------
D rive r ' s  Impairment 
------------, ------- -------------------
Des crip t ion of Accident 
--------------------- --------------------
W i t ne s s e s  - Govt . Emp loyees 
Non-e mp l o y e es 
I n j u re d  
----------------














Ext e n t  of Injury 
----------------------------
-------
P r op e r t y  Damage-Govt . Es t ima t e  of Damage $ __ _ _ _ _ 




_ O the r 
------------
Neg l i gence 
----------------------
Ana l y s i s  
Re commendat ions 
Da t e  
-----
Name of P e rs on Comp le t ing Th is Rep or t : 
---

CLAIM ANALY S I S : NON-AUTOMOB ILE 
De p t . Dat e of Ac c i dent 
Ac c i d e n t L o ca t i on 
--------
Des c r i p t i on of Ac c i dent 
Wi tnes s e s  - Gov t . Emp loyees 
Non-emp l oyees 
Cond i t i on of P r ope r t y  at Ac cident Sce ne 
In jured 
------------------. ----
Extent of In j u r y  
Ext ent of In j u ry 
-------- -----------------
Prope r t y  Dama ge of Othe rs 
Ne g l i gence 
Ana l y s i s 
1 9 7  
Cla im No . 
----' 
-------------------------------�------------------- ---------
Re c ommenda t ions 
Dat e __________ Name of P e rs on Comp le t i ng Th i s  Rep o r t : 

Ap pe nd i x  C 
T A8 L �  OF CO NTENTS 
OF 
S N1P Lb� JH lJ PACKAG E 

' I 'I\ I � LE O F  C O N T E N T S  
B I D  PAC K ET A n D  CONT KACT DOCUNl� N T S  
F O R  
CONST RUCT ION CONTRACTS 
L IS T  OF DOCU�1E NTS CO NTAI N E D  HERE I N  
( ) - - - ADV ERT I S EMENT FO R B i D S  -
( ) - - - - - H�FOR�1A'T ION ["O R B I D DERS 
( ) - - I N S T �UCT I ON TU B I DD E RS --
( ) - - - - - - GENERAL r.O N O [T IONS - --
- - - - - S P Ec r �' lCAT l Of4 S -
(===) - - - - - - - - B ID 
B I D  BO ND 
2.o t 
- - - - ,\ 
- g 
- - - - 0 




- - - - l [�F ORl1AT ION �'O R SUCCE S S F U L  B I D DEIZ - - - - - - - - I l  
( ) - - - - - - - - CONTRACT AN IJ  AGRE I':r11� NT - - -
( ) - - - PAY ME NT AND PERFO RMANCE BO N D  
( ) - - - - - - - - PREVAI L I NG WAGE SCHED U LE -
( -) - I N S U RAN C E  REQ U I REMENTS -
I 
- J 
{,r - - - - l'-

Append ix D 
SUMMARY OF 
TENNE S SEE GOVERNMENTAL TORT LIABIL ITY ACT 
TCA 29-20- 10 1  e t  seq . 

Se c t ions 
2 9 - 20- 1 0 1 
2 9- 2 0- 1 0 2 
2 9 - 2 0- 1 0 3 
2 9 -20- 1 0 4  
2 9 - 20- 1 0 5  
2 9 - 2 0- 1 0 6 
2 9 - 20- 20 1 
2 9 - 2 0- 2 0 2  
2 9 - 2 0- 2 0 3  
2 9 - 2 0- 204 
2 9 - 2 0- 2 0 5  
Tr.:NNESS ��£ 
GO VERNMENTAL TORT LIAB I L ITY ACT 
T . C . A .  § 2 9 - 2 0- 1 0 1  e t  seq . 
Ti t l e - Gove r nme n t a l  T o r t  L i a b i l i t y Ac t 
20 5 
Def in i t i o n : Gove rnt:1e n t a l  ent i t y " mea ns any po li t i c a l  s u b­
d i vi s i o n  i n c lud i ng bu t not l i mi t ed to , any mun i c i p a l i ty , 
me t r o gove rnme n t ,  cou nty , ut i l i t y di s t r i c t , scho o l di s t r i c t , 
huma n res ource ag e ncy and de ve l opme nt age n cy . "  
Ap p l i ca b l e  to al l en t i t i es no la t e r  tha n J a nua ry 1 ,  1 9 7 6 .  
S upe rs ede s T . C . A .  Sect i o n  7 - 3 1- 1 0 3 , 7 - 3 1- 1 1 2 , 7 - 5 1 - 2 0 2 ,  and 
7 -5 1- 2 0 3 ,  wh i ch re la t e to emp loyee inde mni f i ca t ion , ins u ra n ce 
on emp l oyees and not i c e rela t i ng t o  s t r e e t s ,  road s , e t c . 
whe re the re is conf l i c t . 
This ac t doe s not ap p ly to ac t i o n in emi ne nt doma i n  ag a i ns t a 
g ove rnment a l ent i t y . 
The a c t  has no ap p l i c a t io n to a ny ac t i o n  b r u ll gh t hy <1 1 1  
e mp l oyee unde r \�o r k l llrt n ' S  Compe ns a t i o n  L :1ws . 
Exc e p t whe re s p e c i f i ca l l y  enu me rat ed in t h i : - ac t , immu n i t y 
f r om s u i t  ex i s t s as to al l act ivi t i es of go ve rnme n t al e n t i­
t i e s  whe the r  the y a r e  e i the r go ve rnme nt a l or p r op r i e t ar y . 
Wh e r e immu ni ty is removed , a ny ac t i o n  mu s t be br ough t in 
s t ri c t comp l i a n ce wi th t he t e rms of th i s  ac t . 
Immun i. t y  i s  remo ved f o r  injury f r om neg ligent op e ra t io n  of 
mot or veh ic l e . 
Immuni t y  is r emoved f o r  inj ury from de f e ct ive , uns af e o r  
d a nge rou s co nd i t i on o f  any s t r e e t , al l ey , s id ewa lk or h ighway 
1£ the re has be e n  co ns t r u c t ive and / o r  ac t ua l  p r i o r  not i c e  to 
t h e go ve rnme n t a l ent i t y  of the ex i s t e nce of the c o nd i t io n . 
Immun i t y  is r emov ed f o r  in j u r y  ca u s e d  by da nge r ous  s t r uc t u re 
i f  t he re has be e n  co ns t ru c t ive and / o r  ac t u a l  pr i o r no t i c e  of 
t he ex i s t e nce of t he co nd i t ion . Immuni t y is no t removed f o r 
l a t e nt ( h i d de n )  de f e ct s .  
Immun i t y is r emoved f o r  inj ury ca u s e d  by a neg li ge nt ac t o r  
omi s s i on o f  any e mp lo y ee ac t t ng i n  the scop o f  h i s  
emp l o yme n t  e x c e p t  i f  the i n j u r y  ri s e s  ou t of : 
206 
29-206 
2 9-20-30 1 
2 9- 20-3 02  
2 9- 20- 3 0 3  
29-20- 304 
2 9- 20-305 
29- 20- 306 
( 1 )  a di s c re t iona ry funct io n , whe t he r  o r  no t ab used o r  
( 2 ) f a l s e  imp r i s onme nt o rd e red by the cou r t s ,  fa l s e  a r res t ,  
ma l i c i o us p r o s e cut io n ,  int e nt ional t re s pa s s ,  abu s e  of 
p ro ce s s , l i be l , s la nde r , de ce i t , i nt e rf e re n ce w i t h  
c on t r ac t ri gh t s , ment a l  angu i s h , invas io n of p r i va c y or 
c i vi l r i g h t s  (NOTE : wou ld no t ap p l y  to fed e ra l ci vi l 
r i gh t s  ac t i ons ) o r  
( 3 )  i s s uance , d e ni a l , s u s p e ns i o n  o r  revo ca t i o n  or f a i l u r e  to 
i s s ue , e t c . any pe rmi t or l i c e ns e or 
( 4 ) fa i lu r e to make or mak i ng a f a u l t y  or inad eq ua t e ins p e c­
t io n  or 
( 5 ) 
( 6 )  
( 7 )  
t he ins t i tu t i on or p r o s e cut i o n  of 
n i s t ra t i ve pro ceed i ng o r  
mi s r ep r e s e nt a t ion by a n  emp loyee 
res u l t s  f r om rio t s , unl a\lf u l  
o c c u r r e nces o r  
any judi ci al or admi-
o r  
as s e mb l i es or s im i la r  
( 8 ) i n  conne c t i o n  wi t h  the as s e s s ce n t , le vy o r  co l le c t i o n  of 
t axes . 
( NOTE : Prot ec t ion i s  for the go ve rnme n t al ent i t y  and not the 
emp loyee . )  
Noth ing in th i s  act , u l e s s so p rov i d e d , is to be cons t r ued 
a s  an adm i s s io n  or de ni a l  of l i a b i li ty . Whe r e su i t is ins t i­
t u t ed , the ent i t y is to be t r ea t ed as a p r i va t e  pe rs o n .  
Any pe r s on \lho has a cla im mus t  g i ve w ri t t e n not i c e  bef ore 
s ui t  ca n be ins t i t u t e d aga i ns t  the ent i t y or er:lp l oy e e . 
Un le s s  no t i ce i s  g i ve n  wi t h i n  1 2 0 d a y s  af t e r t he ca u s e  of 
a c t ion a r i s e s , recovery is f o r e ve r ba r r ed e xcep t as i t  
r e l a t es to i n j u r y  ca u s e d  b y  mo t o r  ve h i c le s . No t i ce i s  to be 
g i ve n  to t h e  ch i e f  admi n i s t ra t ive of f i c e r  of the ent i t y 
ou t li ning the pe r t ine nt de t a i l s  i nc lud i ng the amount of 
d a mage s . 
T h i s  se ct i on is not s t r i c t l y cons t ru e d  i f  the e n t i ty shou ld  
h a ve been reas onably ap p r i s ed of  the occurre nce . 
If t h e no t i c e  p r ov i s i o n i s  n o t  coo p l  ied  wi t h , t 1  i s  a c t  is 
c o m Ie t e  de f e ns � .  
\ v i t  1 1  i n 6 ( )  d a y  S 0 f t I \t.... n o t  f c. e 0 f a e la i m , t 1 1  e e n  t i t Y 0 r 
i nS l l r �i l 1 l' e  ca r r i e r  is to . p p r �) V e  o r  de n y  L he c la im . I f  no 
a c t  i n n  t ak e n , i t  is au t oma t i e  de n i a l . 
I f  a c la i m  i s  de nied , a cla i ma n t  
c u i t  cou r t  if i�w n i t y  h a s  be e n  
w i t h i n  1 y ea r  o f  the occu r r e nce . 
ca n ins t i t u t e 
removed bu t i t  
s u i t  i n  ci r­
mus t  be do ne 
C l a ima n t  mus t  f i le a bond or pa u pe r ' s oa th i f  s u i t i s  
b r ough t . 
2 9 - 20- 3 0 7  
2 9- 2 0- 308 
2 9 - 2 0 - 3 09 
2 9- 2 0- 3 1 0  
2 9 - 20- 3 1 1 
2 9 - 2 0- 3 1 2  
2 9 - 2 0- 40 1 
2 9 - 20- 4 0 2  
2 9 - 2 0- 4 0 3  
�� \ )  I 
Sui t s  ca n on l y be br ou ght 
h ea ri ng the ca s e . 
i.n c i r c u i t cou r t w i t h n u t  a ju ry 
Act ion mus t be br oll gh t in the county wh ere the e n t i t y it) 
l o ca t ed . 
Th is se c t io n gives au tho r i t y  to du ly ap poi nt ed of f i. c i a l s  to 
s e t t le cla ims . Loc� l s t a t u t e s ap p l y .  
Bef o re ho ldi ng t he ent i t y li ab le , the cou rt mus t de t e na i n 
t ha t  the emp loyee ( s ) ac t ( s )  w e r e neg l i ge nt and the cau se of 
i n j ury was w i th i n  the s c o pe of the emp loyee ( s ) dut ies .  
Emp l o y e e s  a r e  l i a b le only above the go ve rm.le n t a l  ent i t y ' t) 
l imi t and , in ord e r to sue an emp l oyee , the ent i t y mu s t  be 
c o-d e f e nde nt . 
No judgme nt ca n be ent e re d by the co u r t s wh ich t� X ee d �  t h e. 
I imi t s  f ound i n  Se t ion 29-20- 4 0 3  u nle s s  t he e llt i t y  ca [' r 1. I:.\ 8  
h i ghe r li mi t s  th r o u gh i n s u rance wh i c h wou ld the n al) p l y . 
C la ims ap p r o v e d  fo r pa ym n t  or a jud gme n t  ent e red C. l ll be p.:.l i d  
i n  as ma ny as 1 0 a Ol1 urt l i ns tal lme n t :-; p l u s  6% i n t e re :; t o n  
u np a i d bala nce exe e p t  any judgment unde r $ 5 ,  DOO i s  Lo be pa i d  
i n  t o t al . 
( a )  An ent i t y ca n c r ea t e  a re s e rve o r  spe c i a l  f u nd f o r  
p ay me nt of cla ims or us e d to p ur ch as e i ns u rance . 
( b )  Two or mo re e n t i t ies ca n e n t er i n t o  jo i nt p o o l i ng 
a r ra ngeme nt s . 
( 1 ) powe r to es t ab l i s h pools . 
( 2 ) pa r t i c i p a t ion ap p r oval req ui red by lo ca l 
g ove rnme n t ent i t y . 
( c )  I f  a spe c i a l  fund i s  used , tt e l i m i t s  of lLlb l L i t y in 
S e c t ion 2 9 - 24 0 J  a p p l y . 
( d ) Ri gh t given to th e Te nne s s e e D e p a r t me n t of I n s u r a n ce to 
r e gu la t e . 
Gi ves  the ent i t y a r i ght to tax for cla ims or i nS ll L l ll ce . 
The r .li ni mun ins u r a n ce li mi. t s  to be p ur ch a s e d  a re : 
Hot o r  V e h i c le - $ 50 , 0 0 0  p e r pe rs on bod i l y  in j u r y  
$ 3 00 , 0 00 p e r  ac ci d e nt bodi ly inj u r y 
Al l O th e r  -
$ 50 , 000 p e r  ac cident p r op e rt y damage 
$ 2 0 , 0 00 p e r  pe rs on bod i l y  inj u cy 
$ 4 0 , 000 p e r  ac ci d e nt bod i ly inj u r y  
$ 1 0 , 0 00 p e r  ac ci de nt p r op e r t y  da �age 
I f  an ent i t y ele c t s  to se lf-ins u re , the above li mi t s  ap p l y .  
208 
29 - 20- 40 4 
2 9- 20- 4 0 5  
2 9 - 2 0- 4 0 6  
29- 20- 407 
If ins ura nce is purchas ed , the po l i c y  mus t cont ain a wa iver 
o f  immuni ty . 
If the ins ura n ce po li cy purcllased does not comp ly wi th the 
p rovis i o ns of this act , i t  wi l l  be cons t r ued to comp ly . 
An ent i t y  can ins ure the exp o s u res of i t s  emp loyees . 
An ent i t y can pu r chas e ins u ra nce wi thout bi d d i ng re g a rd le s s  
of loca l res t r i c t ion i f  i t  i s  do ne s o  thr ou gh a jo i nt poo l i ng 
a r ra ngeme nt . 
NOTE : Th i s  summa ry was prepa r ed by Ro be r t L .  Sincla r in 1 9 7 8 
a nd ha s be e n  revi s e d  annual ly the reaf t e r . It i s , howeve r ,  an 
a bbrevi a t ed out li ne and should be vi ewed as s uch . The 
Tenne s see Ac t i t se l f shou ld be revi ewed f o r  gr ea t e r  de t a il 
a nd also to e ns u re that the mo s t  recent mod i f icat ions 
a p p rove d by the le g i s la ture are included . 
Ap pend i x  E 
SAMPLE 
COHPREHEN S I V E  GEN r� RAL  LIAB IL ITY 
INS URAN CE BID SPEC I F ICAT I ONS 
Bas e d  on s p ec i f ic a t io ns de ve loped by the Muni c i p a l  
Techn i ca l Adv i s ory Se rvice , The Unive rs i t y o f  Tennes se e .  

1 . 0  INS URED 
1 .  1 ADD RE S S  
2 . 0  
3 . 0  
3 . 1  
3 . 2  
( MAI L I NG )  
PO L ICY P E RI O D  
PRI MARY 
L IAB IL ITY 
COVERAGE 
COV ERAGE 
EXTEN S I ON ( S ) 
ALTERNAT IV E  
P ROPO SAL ( S )  
SAMPLE 
S P E C I F  ICAT ION FOR BIDS 
ON 
COUPRE HEN S I V E  GE NERAL L I A B I L ITY 
( Na me of Loca l  Go ve rnme n t ) 
2 .  
P o l i c y sh a l l  be c o rle ef f e c t ive a . m .  ( m o .  d ay ) 
( ye ar ) . Te rm of po l i c y  is f o r  one ( 1 )  y e a r  and 
s ha l l  ex p i  r e  u nle s s  re newed . Ins \ l r e r 
s hal l ag r e e  to ad vise I ns u red 90 day s p r i o r  to 
e xp i ra t i o n  da t e  of i t s i n t e nt io ns rega rd i ng re newa l 
a nd shal l sup p l y  ra t e  ind i ca t ions fo r an y ens u i n g 
p o l i cy t e rm .  
Comp reh e ns ive G e ne r a l  L i a b i l i ty Ins urance : 
The i ns u r i ng agr eement t; sho u l d inc lude bu t not 
n e ce s sa r i l y be li mi t ed t o  t he fo l l owi 11g : The 
I n s u red is req u e s t i ng p r op os a l  on P r ima ry L i a b i l i t y  
c ove rage f o r i ndemni f i. ca t i on o f  any and al l sur.lS 
w h i c h the I n s u r ed sha l l  by la w or c o n t  ra c t  1x� � o r.tt. 
l i ab le to pa y and sha l l pay or by f i na l  j ud gme n t b 
a d j udged t o  pay to any pe r s o n  or p e rs ons as da mage s 
f o r bo d i l y inj u r y  a nd p e r s o na l  i n ju r y  inc ln d i llg 
d e a t h  at any t i. me re s u l t i ng the ref r om , .:-l nd i n j u r y 
o r  da ma ge to p r ope r t y , ca u s ed by o r  a r i s  i ng ou t of 
t h e I n s u red ' s  mol ne rs h i p , m a i nt ena nce , or Hse of any 
s chool f a c i l i t y a nd any op e rat iO l1s i n ci de n t a l  
t he re t o .  
Cove rage s hal l be on an " o c c u r r e n ce bas is " and t h e  
language a s  br oad as pos s i b l e . In clude F o rm G404 
f or ad d i t i ona l i ns u r ed s . 
P r o p o s a l s  are 
t i o na l cove rage 
q uo t a t io n s : 
req ues t ed f o r  the f o l l ow i ng ad di­
in the saoe limi t s  as the op t ional 
( 1 ) Pe rs onal I n j u ry ( Libe l ,  S lande r ,  Fal s e  Ar res t ,  
e t c . )  \J i t h  l:i:xc l u s ions A and C d e l e t ed . 
( 2 ) Ad rl i  g B ro�d F o rm C o n t r a c t u a l  
2 1 2  
3 . 3  
4 . 0  
5 . 0 
6 . 0  
BUS I NESS  OF 




COND ITION ( S )  
EXCE llTION ( S ) 
PRI lARY LIl1IT S  
O F  CO V ERAGE 
P r o p os a l  No . 1 
P r op o s a l  No . 1 1 
P r o p o s al N o . I I I 
( 3 ) Ext end e d  
l iq uo r  
e tc . ) 
L i a bi l i t y  
l i a b i l i t y ,  
Endo r s e me n t  
inc i d e nt a l  
( i .  e .  , hos t 
ma lp rac t i ce , 
The I n s u red I S A and op e r a t es 
l o ca t e d in __ -_____
_____ __ 
, ex lud i ng 
The I n s u r e r  is req ues t ed to accompany p r op o s al wi th 
a s p e c i me n co p y  of po l i c y p l u s  ap p r op r i a t e  fo rms 
a nd e nd o rs eme n t s , if any va r i a t i on f r om the fo rms 
as f i l e d by Ins u ran ce Se rv i ces O f f i c e . 
'fh e po li c y shal l cont a i n the usua l and cus toma ry 
c o nd i t ions and exc e p t i ons un le s s  othe rwi se mo d i f ied 
he re in . 
Primary Gene r a l  L i a b i li t y  P o l i c y  li m i t s  to be con­
s i d e r ed by Ins u r er a r e : 
B od i l y In j u ry and Pr op e r t y  Danage 
Pe r s ona l 
$ 20 , 000 
$ 4 0 , 0 0 0  
$ 50 , 000 
$ 3 0 0 , 0 0 0  
$ 1 0 0 , 0 0 0  
$ 3 0 0 , 0 0 0  
N o t e : 
In j u r y  L i a b i l i t y 
e a c\ pers on $ 10 , 0 0 0  e a ch a c ci -
e a ch ac c i cl e n t de nt 
e a ch pe r s o n  $ 5 0 , 000 e a ch 
e a ch occu r re n ce o c cu r r e nce 
each pe rs on $ 1 0 0 , 0 0 0  e ach 
e a ch o c c u r r e nce o c cu r r e n ce 
P r op o s a l N o .  I p r ov i d e s  r.laxi l"'luQ limi t s  to 
G e ne ra l L i abi l i t y as pres c r i bed by the 
T e nne s s e e  Gove rnme n t a l  Tort L i a b i l i  ty 
A ct , ef f e c t i v e J a nua r y 1 ,  1 9 7 /+ .  T he Act 
a l s o  p e rr.li t s the Ins ured to p ur chase 
h i gh e r  limi t s  in wh i c h  ca s e  the Ins l r ed 
i s  li able t o  t he ex t e nt o f  such 
i ns u r a n c e . Ins u r e rs I� u s t ac compa ny q uo t e  
o n  th i s  p r o p o s a l  ,,·\li th q u o t e  on a t  le as t 
o n e o t h  � I- p r o p o s a l , i . e . , I I , I I  - . 
l n s u l- ( 'd  w l  L I .  
d l' S  i [";1 b L t  hth; l� d 
a f f o n l l..:� d . 
se I I  c t  p r op os a l  1 ,1O S  t 
I I p o n  c o s  t a nd p r ot c t  Lo n 
7 . 0 
8 . 0 
9 . 0 
1 0 . 1 
1 1 . 0 
1 2 . 0  
1 3 . 0  
1 3 .  1 
DE D UCT I IS L E (  S )  
PO L I CY 
C O ND I T I ON ( S ) 
E XCE P T I O N ( S )  
SAFETY 
E NG l lfE E R I NG 
CLAI M 
P RO CE O URE N O  
S TAT I S T I C ( S )  
POLICIE S 
REQU IRED 
R GRT TO 
REJ ECT BID 
PREH I U t1 ( S )  
C AL CULAT I ON ( S ) 
INADV ERT ENT 
E RRO RS OF 
OMI S S IONS 
2 1 3  
The [ ,  s t l rui i s  not cq l l i. p pcci Lo ha nd l l� ' l ny �: Ll i. l n s  i : l  
t he norma l i�� d \ l c t i b l e a r ea . l lo\v'c v� r ,  Ins l I red \J <ll l ]  t 
be w i t l i n g to acce p t  a mo d e s t de d u e t i b k , l i p t o  
$ 5 0 0  p e r  o c c u r  re n c e i n  t h e  ev e n t  n s  ure r w i l l  P L O ­
v i d e  c Ia l m s  s e  {' v i ce i n  t h i s a r e a . I ns 1 1  rt. r s  
a g r eeab le to s u ch an a r ra ng eme n t  should g i  v e  
d e t a i l s  of any cos t f o r tI  e i r se rv i c E' s  if not 
i nc lude d i n  the p r emiums quo t ed f o r the Ins ured 
a re a . I f  cla i m  se r v i c e  i s  not ava i l a b le on the 
bas i s  sugge s  t ed ,  no de du c t  i b le shal l ap p l y . 
Th e I ns u r e r shal l ag r e e  to s t r i ke the no rma l  " t e n  
da y s " ca nc e l la t io n  co nd i t i o n  a nd su bs t i t u t e  i n  i t s 
p l a ce " s ix t y  da ys . " This cond i t ion shal l ap p l y to 
a ny al t e ra t i on o r  ch a nge in the po l i c y  and 111.::1.y be 
a c coClp l i s h e d  by end o r s eme nt . 
I ns u r e r s  s ubmi t t i ng p r op os a l s  shal l g i ve f u l l  
de t a i l s  of the s af e t y p r og ram i n c l u d i ng ty pe of 
s af e t y  li t e r a t u r e to be di s t r i bu t ed , fr e q uen cy of 
s af e t y  rae ., t i ngs wi t h  ut i l i t y pe rs o nnel , :lny i nce n­
t lve p r og rams , and los s cont r o l  me a s ures and t e ch ­
n iq ue s us e d ,  e t c . 
I ns u r e r s hal l i n c l u de in the p r o p o s al � de t a i 1. e d  
p r o ced u re of how c la ims �v' i 1 1  be hand lr' d and t i l e.  
f re q ue nc y  and ty p e  of los s s t a t i s t i c s  t t )  be p r o-
v ' ded the Ins u re d .  The p r o v i d i ng of l: la i m  
e xp e r i e n ce wh e n  r eq ue s t ed by the Ins u red i s  a 
p r e r eq ui s i t e t o  bi d di ng on t h i s  ins ur n ce . 
Ins u re r s h al l ag r e e  in the p r o p os a l t o  p r ov i d e  a s  
ma ny co p i es of the act u a l  p o li c y , fo rms and / o r  
e nd o r s eme nt s  t o  the I ns u r ed as req ue s t ed , bu t no t 
t o  exceed thr e e ( 3 )  c o p i e s , if s u c ces s f u l bi d de r .  
The I s u red shal l r e t a i n  the ri gh t t o  re j e c t  any or 
a l l bi ds and to p l a c e  the ins u ra nce i n the be s  t 
i nt eres t o f  the ci t y  and ut i l i t y . 
Ins u r e r s  may use relJ.une ra t i o n ,  area ( sq . f t . ) , or 
co unt a. shown on the GL Sched u le a s  a pr ' raium ba s e  
o n  s ch o o  1 ex p os u re s . ( S e e  s ched u l e  of s c ho o l  
o p e ra t i o ns a t t a c h ed . )  
The sll c c e s s f u l  b i d de r is to i n c l ude i n  t he pn l i c y  
t h e  f o l l ow i ng c lau s e : 
" T h i s ins ura nce shal l not be pr e j ud i c e d  by any 
i na d ve r t ent omi s s i o n in rep o rt i ng he reund e r  or 
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o r  uni n t ent i o na l  e r r o r  i n  amount i f  p r ompt 
not i c e  be gi ven th i s  company as s o on as said 
e r ro r  or omi s s i o n  be c o me s  known and de f i c i ency 
o f  premi um , if any , be pa id . "  
Exh i b i t "A" at t ached he re t o  prov i d e s  de t a i l s  of the 
c la i m exp e r i e nce f o r  the Boa rd of Edu c a t i o n  as 
r e s p e c t s G ene r a l  L i a bi l i t y  cov e rage s .  Exp e ri ence 
f o r  each of the pa s t thr e e  ( 3) y ea rs is prov i ded 
when ava i l ab le .  
Cove rage i s  t o  be wri t t en wi t h  a rep u t a ble Ins u r e r  
w i t h  a mi nimufJ " B e s t Key Ra t i ng " o f  A : X . 
Al l age nt s rep r es e nt i ng one or mo r e  Ins u r e r s 
s u bmi t t i ng p r op o s a l s  on the s e  cov e r age s mu s t  s t ip u­
l a t e  e i th e r  as a pe r cent age of p r emium o r  in a c t ual 
d o l la r s the amo unt of the i r  coclmi s s i on . 
In o rde r t o  ext e nd t o  e ach bi d de r an eq ua l  
o p p o r t u n i ty t o  subni t i t s  Clo s t  fav orab le bi d and to 
p r ov i d e  as mu ch i nf o rmat ion as pos s i b le , a p r e- b i d  
c o n f e r e c e  wi l l  be he l d  o n  i n  the 
a t  a . m .  
S ea l e d  p r opos a l s  TJa rked " G ene ra l 
Ins u rance " mu s t  be re ce i ve d  a t  
At t ent ion Hr . -----
no 1a t e r  than on ---- -------
Liab i l i t y 
Af t e r a l l  bi d s  have be e n  anal y z e d , the succes s f u l  
b id d e r wi l l  be no t i f ied o f  the res u lt s .  Any othe r 
bidde r ma y r e ce i ve a copy of the anal y s i s  by 
i n c luding a s t amp d ,  s e l f -addr e s s e d  env e l o p e  in h i s  
b i d enve l o p e . 
B I D PRO PO S AL 
F O R  
COHPRE HEN S I V E  GENE RAL L IA B I L [TY INS U RAN CE 
FOR 
( Name o f  Local Gove rnme n t ) 
C omp . Ge n e ra l  L i abi l i t y  
P e r s ona l I nj u ry 
I n c i de n t a l  L i a bi l i t y 
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Acc ommoda t i on Ri sk-- Ins u r a nce wr i t t e n  for an ap p li cant that wou ld norm.a l l y  
b e  re j e c t ed by the ins u re r , bu t wh i ch is pr ov id ed a s  a conce s s ion t o  the 
age ncy or a va lue ins ur ed . 
Ac t ua l  Cash Value--Th e limi t of ind emni f i ca t io n  unde r the S ta nd a rd F i r e  
P o l i cy and othe r pro p e rt y  con t ra c t s ;  i n  mo s t  ca s e s  it is rep la c e ment cos t 
minus dep re c i a t ion . 
Age n t -- In p r op e r t y  and ca s ua l t y  ins u ra nce , an i nd i v i du a l  au tho r i z ed by an 
i ns u r ance cOr.:lpany to crea t e , mo d i f y , and t e rmi na t e  cont ra c t s  of i ns u ra nce . 
All Ri s k- -A term commo n l y  us ed to de s c r i  be br oa d f o rms of cov e r age ; i t  i s  
m i s lead i ng be ca u s e  n o  p r ope r t y  o r  li a bi l i ty ins u rance po l i c y  is  t r u l y  an 
a l l  r i sk cove rage . Such po l i c i e s nonllal l y  ins ure "al l risks " of los s sub­
j e c t  to c e r t a i n  li s t ed exc l u s io no . 
Aud i t  P remi um- -The ad di t iona l pr e l ili u m to wh i ch the C01':1pany is e o t  t t led o r  
t he re t u rn p r e mi u fJ  t o  wh i c h  the ins u red i s  ent i t i e d  a f  t e r  an aud i  t and 
r e f iguring of the ba s e  on \.Jh i c h  the o r i g i na l  or de p o s i t  p r emi um wa s 
cha rge d .  
B inde r--A t e mp o ra r y  ins urance cont r a c t pe nd i ng exe cu t ion of th e po li c y  
c on t r ac t . Exc e p t  f o r  s pe c i f i ed di f f e re nces , the t e rms of the bi nde r are by 
i mp l i ca t i on tho s e  of the cont r a c t  wh i c h  is int end ed to rep la c e i t . 
B lanket Insurance--In s u rance co v e ring mo re than o ne i t em of p r o p e r t y  at a 
s ingle lo ca t i on , or oue or mo re i t ems of p r o p e r t y  at mo r e  than one lo ca­
t io n . 
Bo i le r  a nd Ma ch i n e r y  In s u ranc e--Cove rage fo r los s a r i s  L ng ou t of op e r: l t i o n  
of  p r e s s u r e , me cha ni ca l , and e l e c t r i. ca l eq u i p me n t . I t  may cov ' r  los '� to 
t he bo i le r and mach i ne ry i t s e l f , damage to o t h e r  p r op e r t y ,  and bu s i nes s 
i n t e r ru p t i on los s e s . 
Bond--An ob l i ga t i o n  of a s u r e t y to p r o t e c t  the o b l i ge e  aga i ns t f i na nc i a l  
l o s s ca u s e d  b y  ac t or om i s s ion of the p r i nc i p a l . 
Bond , B i d --A g ua ra ntee that a cont ra c t o r  wi l l  ent e r  i nt o  a co nt r ac t on 
wh i ch he has bi d i f  it is awarded to him, and furn i s h a cont ra c t  bond as 
r eq u i red by the t e rms of the co n t ract . 
* Adap t ed wi t h  pe nni s s ions from E mt.le t t  V au ghn , Risk Manageme nt and Ins urance 
Buy ing Gu i d e  f o r  Iowa Mun i c i p a l i t i e s , Ins t i tu t e  of Ins ura nce Edu ca t io n  and 
Res ea r ch , Unive rs ity of I owa , 1 9 7 7 .  
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Bond , F i d e l i t y--A prom i s e  to ma ke go od f i n a n c i a l los s d u e  to the di s ho ne s t y 
of erllp 1 oy e e s , a f i na n c i a l gua r a n t ee of the pe r f o r ma nce of an imp li ed ob U. ­
g a t i o n . 
Bu i l d e r s ' Ri s k  F o rm--A t y p e of f i re ins u ranc e wh i c h  i nd e mn i f i e s fo r lo s s  of 
o r  damage t o  a bu i l d i ng un de r cons t r u c t ion f r oll s p e c i f i ed pe ri ls . 
I ns uranc e ma y be wri t t en und e r  a Co mp le t e d V a lue f o na wi t h  th e l�s t i ma t e d 
f ° na 1 va l u e  lls e d  as the hA. s i s f o r  the amou n t  o f ins u r a n ce s , or i t  ma y  be 
wri t t e n unde r � re p o r t i ng fo rr:l und e r  wh i ch mo n t h l y  re p o r t s of va lue a rc 
mad e by the ins u r ed . 
Cap t i ve Ag en t --An age n t  wh o ,  by co n t r a c t , rep res e nt s onl y one conpa ny and 
i t s af f i li a t e s . Sec " Ind e p end e n t Ag e n t " f or compari s on .  
Chance o f  Los s - -Th e proba b i l i t y tha t  a pe ri l wi l l  occur a nd nJay le ad t o  
l o s s . 
Co ins uranc e-- In prope r t y  and ca s ua l t y ins u ra n ce , a cla u s e  or ?rovi s ion in 
a n  ins u ra n ce po l i cy re q u i  r i ng a s p e c i f i e d amount of ins u r ance ba s e d  on the 
v a lue of the prope r t y  ins u r e d . Norma l l y , the re is a premi u �  r ed u c t i o n f o r  
p u r ch as i ng i ns u r a nc e t o  s ome pe r ce nt a ge of the va lu e  of the p r o p e r t y--i f 
t he in s u re d fa i l s  to comp l y �vi t h  the cla u s e , he wi l l suf f e r  a pe na l t y in 
t h e  eve n t  of pa r t ial lo s s . 
Col l i s ion In su ra nc e - - Ins ll r a nce ag a i ns t lo s s  to i ls ured p r o p e r t y  cau s e d by 
s t r i k i ng o r  be i n g s t r u ck by an o b j e c t ; i n cludes los s cau s e d  by up s e t .  
C o m p r e h e n s ive --C ove r s a n y  d i r e c t  and a c c i d e n t a l L o s s o r  da llage to  de s c r i be d  
o vlned au t o mo b i l e s  exce p t  th a t  ca u s e d  b y  co l l i s i o n  o r  p s e t . Al s o  ref e r r ed 
t o  as " O t h e r  tha n Co l l i s i o n . "  
Comp r eh ens ive Di sh one s t y , De s t ru c t i on , and D i s a p p e a r a n c e  Po l i cy- - 1 1  r i s k  
p r o t e ct ion f o r  mo ney and s e c u r i  t i e s on and of f t he pr em i s e s ca u s e d  by 
d i s h o n e s t y ,  mys t e r i o ll s d i s a p p e a rance , o r  de s t r u c t io n .  
Comp re hens ive Ge n e r al Liabi l i t y--A b r oa d  f o r� of li ab i l i ty ins u r a n ce wh i c h  
i ns u r e s  ag a i n s t al l de c la re d e i s t i ng li a b i l i t y h a z a rd s and any ad d i t ional 
l i a bi l i t y ha z a rd s  t ha t may occu r du ri ng t h e  poli cy t e nus , ari s i ng f r om 
b ui l d i n g s , ()r e oi s e s and o p e r  t i o ns , ind e p e nd e n t  co n t r a c t o r s , or p r od u ct s 
a nd co mp le t e d op e ra t i o n s . 
Con t i nge n t  L i a b i l i t y- - L iH h i l i t y fo r da 111ag s a r i s i ng ou t of the ac t s  or 
o m i s s i o ns o r  t h e n ; , no t l>m r lo y c l! s  o r  age n t s . 
�� _r,-�<:...t_��_1. _�i 3 b i l i t�--i\ n  \ ) h l i. ga t  i n n  a s s u l . l t'. d  hy c o n t r . l ' t  t o  pa y dd l"la g e s  fo r 
wh i (" 1 1  ( l I \ o L l w  L i s  l e g . l l J  y l L I  h L ,. • Se ' :l l s o  1 1 0 1 d - h cl rm l e s  s Ag r :.> cme n t • 
Dev i a  t e --To f i l e  o r  US C" : 1  La t e  t l lil t i s  Ix, sed upon btl t de r a  rt S f r om a � t a n­
d a rd bu r e a u  ra t e .  
2 2 1 
Di r e c t Wr i t e r--An ins u ra nce company tha t de a l s di r e c t ly wi t h  the ins u r ed 
t hrou gh a sa la r i e d re p re s e nt a t i ve , as op p os e d to tho s e  cOElpa n i e s  th a t  us'c 
a ge nt s  ( a l s o  used t o  ref e r  t o  compa n i e s th a t  op e ra t e th r o u gh exc I u s  i v e  
a ge nt s ) . 
Emp l oye r s Liability--Lega l li ab i li t y imp o s ed on an emp lo y e r  maki ng h im 
r e s p ons ible to pa y dama ges to an emp loyee inj u red by the e�p l oy e r ' s  negl i ­
g e n ce . Gene ra l ly , rep la c e d  by "work e r s  comp e ns a t io n " wh ich pay s  the 
emp l o y e e  whe t he r the emp loy ee has been neg l i ge nt or not . 
Emp l o ye r s ' Non-owne r s h i p  Liab i l i t y--C ove r s the li a b i l i t y  of the ins u r ed fo r 
b od i l y in j u ry and pr o p e r t y  damage ari s ing f r om ac c i dent s due to the use of 
a u t os owned by elilp loyees wh i le used in the int e r e s  t of the ins u r ed . 
Erro r s  a nd Omi s s i ons Insurance -- Ins n ra nce 
t h r ou gh e r r o r  or uni nt ent io na l omi s s i o n  
muni c i p a l eng i nee r .  
aga ins t 
such as 
lo s s  due t o  fa i lu r e , 
e r ro rs in de s ign by a 
Exp o s u r e--A s i t ua t i on o r  co nd i t io n tha t la y s  one op en to los s o r  to the 
r i sk of lo s s . 
Ex t e nd e d  Coverage End o r s emen t --Co ve r s  p rop e rt y f o r  s a8e amo unt as F i r e  
p o l i c y  aga i ns t a l l  di r e c t  lo s s  f o r  da ma ge cau s e d  b y  �Ji nd s to rm and ha i l , 
e xp lo s i o n , r i o t  and ci vi l comno t io n , ai r craf t , vehi c le s , and smoke . 
Fi d e l i t y Bond --A c o n t r a c t  of f i d e l i t y ins u rance ; a gua ra nt e e of pe rs o nal 
h one s t y of the pe r s on fu rn i s h i n g  indemn i t y aga i ns t h i s  de f au l t a t io n  o r  
n eg l i ge n ce ; a f o rm of ins urance or su re t ys h i p  th a t  p r ot ec t s  a p a r t y aga i ns t  
l os s f r om the d i s h o ne s t y  of his emp l o y e e s . 
Hazard--A cond i t i. on or s i tua t i on th a t  increa s e s  the like l i h o o d  of a los s 
o c c u r r i ng . 
Ho ld-Ha rmle s s  Ag r e emen t --A cont r a c t  unde r wh i ch le ga l  l i abi l i t y  of one 
p a r t y  f o r  damages is as sumed by the othe r pa r t y  to the cont r ac t .  
Ind emn i t y--Hak i ng "who le , " or res t o r i n g f ina nc i a l l y af t e r  a lo s s . 
Inde p end en t  Age n t --A pe rs on op e ra t i ng und e r t he AL'le r i can Age nc y S y s t er.1 , 
r ep r e s e n t i ng s e ve ral p r op e r t y au li a bi l i t y inE u re rs , and di vi d i ng the 
p o l i c i es he or she wr i t es among the va r i o u s  cOlJpa n i e s re ) re s e nt e d . 
Ind ep endent Co n t ra c t o r --One �lTh o pe r f  o niiS \vo rk f o r  a not he r ,  wh o i s  no t sub­
j e c t  t o  t he co nt r o l or d i r ec t i o n of the p a r t y f o r  � om t he work is 
p e rf o rmed a nd \lh o is not an erap loyee of the pa r t y  f o r wh or:l t h e  wo rk i s  pe r­
f o rme d . 
Insured , Add i t i ona l --a p e r s on othe r than the o r i g i na l name d i ns u re d , who i s 
p rot e c t ed unde r  an ins ur a n ce co nt ra c t . 
2 2 2  
Los s --Any de s t ru ct ion o r  di s ap p e a ra nce of va lue . 
Mult iple Line Insurance-- P o l i c i e s tha t  c ombi ne many pe rils p r e v i ous l y  
c ov e r e d  by ind i v i dua l po l i c i es of f i rm and li a bi l i t y co mpa ni e s . 
Naaed Pe r i l s --A po l i cy is sued s p e c i f i ca l ly li s t i ng the p e r i l s  i s ured 
a gain s t . 
Negl i g enc e--F a i lure to ex.e r c i s e  the de g re e of ca r e  tha t wou ld be exp e c t ed 
f rom a re as ona b le and prude n t  pe r s on . 
Non- c o n c u r renc y--A c o nd i  t i.o n tha t ex i :=;  t s  \vhe ll two o r  l�lO re po li ci es cov e r  
t h e  sa me p r o p e r t y  and a r e su b j e c t  to di. f f e r e n t  p r o v i s i o n s . 
Oc c u pa t i ona l Sa f e t y  and Hea l t h  Ac t o f  1 9 7 0  ( O S H.l�. ) --A f ed e ra l s t a t u t e 
e s t a b l i s h i n g  sa f e and he a l t hy work i ng co nd i t i o ns 011 a na t i o mv i d e  ba s i s . 
T he ac t se t s  j o b  sa f e t y and hea l t h  s t a nd a r d s enf o r ce d  by Labor D e p a r t me nt 
s af e t y ins p e c t o r s and al s o  p r ov i de s f o r  cOI'lp i la t i o n  o r  re levant s t a t i s t i c s  
on wo rk in j u ri e s and i l lne s s .  
Per i l--The ac t ua l ca u s e of los s ( e . g . , f i r e ,  wind s t o rm ,  d e a t h , in j u ry ) .  
Pub l i c  and In s t i t ut i onal Pr op e r t y F o rm--A 
i ns urance f o r  pu b l i c  bod i e s wh i ch cove r s  
d e s ig n a t ed prop e r t y  of a ci t y ,  count y ,  
g r a n t e d  c r e d i t s  f r om p u b l i shed ra t e s . 
s pe c i a l f o r m  o f  p r op e r t y  
al l bu i l d i ngs and s t r u c t u r e s  and 
a nd s t a t e . E l i g i b le ri sk s  are 
Pur e Ri sk- - R i sk si tu a t i on in wh i ch the re is a ch a n c e  of l os s bu t no ch an ce 
o f  ga i n .  
Ra t in g  Bu r eau--An o rga ni z a t i o n  t h a t  c la s  i f i e s r i s k s  and pr oT:1u l ga t es ra t es , 
u s ual l y  on the ba s i s of s t a t i s t i c a l  da t a  comp i l ed by the bureau o r 0 
i ns pe c t i o n  of ri sks made by it . 
Rep la c eme nt Co s t End o r s emen t - - Provi de s f o r f u l l  re imbu rs e me nt f o r  t he 
a c t ua l  cos t of repa i r  or rep l a ce r;le nt of an i ns u r ed bu i l d i ng o r  cont ent s ,  
(yithou t deduct i on f o r  de p re c i a t i on . The end o r s elil e n t  ame nd s the ac t ua l  ca s h  
value ba s i s f o r  ind e mni t y in the S t a nd a r d  F ire P o l i cy . 
Re t ro s p e c t " ve Ra t i ng - -Th e p r o ce s s  of de t e rmi n i ng the cos t of a n  ins urance 
p o l i c y  af ter exp i ra t  i o n  of the po l i c y ,  ba s e d o n  the los s ex p e ri en ce unde r 
t he po l i c y wh i le it was in f o r ce . 
Ri s k-- ( a )  Unce r t a i nt y  conce rn i ng los s ; ( b ) Va r i a t io ns in ou t comes th a t  may 
o c cu r  ove r a s p e c i f. i ed p e r i o d  of t ime f o r  a gi ve n  s i t ua t i on ; ( c )  The 
e nt i t y ,  pro p e r t y ,  or pe r s o n ne l  ac t ua l l y exp os e d  t o  po t e nt i al los s . 
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Ri s k  Uanagemen t - -A s c i e nt i f i c ap p r oach to the pr o b le m of de a l i ng wi t h  the 
p u re ri s k s fa c i ng a n  lndi vidua l or an o rga ni z a t io n in wh i ch ins u rance i s  
v i ewed a s  one of s e ve ra l  ap p roa c he s f o r  de al i ng wi th ri s k s . 
Sche du l i ng Ra t ing--A sys t em of ra t i ng in wh i ch de b i t s  and cred i t s  are ad d e d  
a nd subt ra c t ed fr om a ba s e  ra t e  to de t e rmine the f i nal ra t e  f o r  a pa r­
t i c u la r ins ured . 
Spe c ia l  Mu l t i- Pe r i l  P o l i cy--A pa ckage po l i cy unde r wh i ch co ve rage on an 
o r ga n i z a t i on ' s prope r t y  is comb i ne d  wi t h  li a b i l i t y  ins u ra nce . Many ci t ie s 
a r e e l i g i b le f o r  co ve rage und e r the I n s t i t u t i o na l  P r og r am of the S pe c i a l  
Mu l t i - Pe r i l  P rog ra m . 
S p e c u l a t ive Ri sk--A ri sk s i tuat ion wh e re the po s s ib i l i t i es of bot h ga in o r  
l os s  exi s t , i . e . , su cc e s s or f a i lure . 
Sp r inkle r Leakage-- Ins u r e s  ag ains t al l di r ec t los s  to bu i l d i ng as a res u l t  
o f  le akage , fr ee z i ng , o r  break i ng of s p r inkle r ins t a l la t io ns . 
Subrogat i on--The a cq u i r i ng by the ins u r e r of the ins ur ed ' s r igh t s ag a i ns t 
th i rd pa rt ie s f o r  i ndemni f i cat i on of lo s s  of ot h e r payment to the ext e n t 
t ha t  t h e  lns urer pay s  the los s . 
Sur e t y Bond--An ag re em e n t  p r ov i d ing f o r  no ne t a ry comp ens a t ion sho ul d th e r e 
be a f a i l u r e  to pe rf or m s p e c i f i e d  ac t s  wi t h i n a s t a t ed pe ri o d . The s u r e t y  
c ompany f o r  examp le be c omes re s p o ns i b le f o r  f u lf i l lme nt of a co nt ra c t  i f  
t he cont ra c t o r  de f au lt s . 
Sur p l u s Line --Commonly us e d  to de s c r i be any ins u ra nce f o r  wh i c h  th e r e  is no 
ava i la b l e  ma rket to the or i g ina l ag e nt or broke r ,  and wh i ch is pla ced in a 
n on-adn i t t ed i ns u r e r in Cl-c co rda n ce wi t h  the S urp lus or Exce s s  L i ne p r ov i ­
s i ons of s t ate ins ura nce laws . 
Umb re l l a Li abi l i t y Insuranc e --A f o rm of Exc e s s L i ab i l i t y  ins u rance 
avai lable to cor p o ra t i ons and ind i vi dua l s prot e c t i ng them ag a i ns t cla i ms in 
exce s s  of the li mi ts of the i r  pr i mar y po l i ci es or fo r cla ims not cove red b y 
the i r ins u rance pr og ram . This la t t e r cove ra ge r eq ui r e s the ins ured to be a 
s e lf -ins u re r  f o r  a s u bs tant i al amou n t ( $ 1 0 , 000-$ 25 , 000 ) . 
Unc e r t a i n t y--Re f e rs to dou bt con ce rn ing one ' s  ab i l i t y  to p r e d i c t  ou t come s . 
Va l uable Pa p e r s  and Re c o r d s  Po l i c y-- Indemn i f ies t h e  i ns u red f o r  l o s s , 
d e s t ru c t i o n ,  o r  da mage t o  va lu ab le pa p e rs o r  re c o rd s on a n al l ri sk ba s i s , 
i nc lu d i ng mi s p l a c e me nt or my s t e r i o u s  o r  unex p la i ned di s ap p e a ra nc e . 
Vandal i s m  and Ma l i c i ou s  Mi s ch i e f  Ins urance-- n s ura nce aga i ns t wi l l f u l 
i n j u ry to or de s t r u c t i o n  o f  p r op e r t y  by a pe rs o n  o r  pe r ons ot he r than the 
i ns u r e d . 
Wo rk e r s Comp ens a t i on Insurance --A me thod of p r ov i d i ng f o r  the cos t of 
med i ca l care and week l y  pa yme nt s to i ns u red employees or to de p e nde nt s of 
t h o s e  ki lled in ind u s t ry , regard le s s  of bla me f o r  the ac ci de nt s .  

